THE 


BANKER’S MAGAZINE, 


AND 


Statistical Register. 


Votume XII, } OCTOBER, 1877. 


Tuirp SsrIgs. 





THE BANK OF ENGLAND’S MINIMUM. 
BY GEORGE WALKER. 


One of the most remarkable results of the modern system 
of banking in England, under the act of 1844, is the fluctua- 
tion in the rate of discount. The principle now established 
is that the Bank rate shall be governed by the state of the 
reserve, that is, by the amount of available cash in the till of 
the Banking Department. If the reserve runs down the rate 
of discount is raised, if it accumulates the rate is reduced. 
The bank rate is also supposed to govern the outside or 
street rate, and to a great extent it does so, though, during 
the recent reign of cheap money, the street rate has been 
much below that of the bank, it being a fixed rule of that 
institution, under no circumstances, to put its minimum rate 
of discount below two per cent. 

Still another link existed, until a very recent date, in the 
chain of financial relations ; the rate of interest allowed by 
the Joint-Stock banks, private bankers and discount houses of 
London, for money on deposit, was, for many years, fixed at 
one per cent. below the Bank of England minimum rate of 
discount. This rule was uniformly maintained until a few 
years ago, when, on a certain occasion, in order to check a 
heavy drain of gold to Germany, the bank raised its rate to 
a point so much above the lending rate of the open market, 
that under the old rule, the Joint-Stock banks would have 
been obliged to pay more for deposits than their lending 
rate, the minimum of which is usually one per cent. above 
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their paying rate. They, therefore, for the first time, disre- 
garded the rule, and it has not since been absolutely reés- 
tablished. 

The Lconomist, in its issues of July 14th and August 4th, 
has two interesting and valuable articles on the “ Minimum 
rate of discount advertised by the Bank of England during 
the last twenty years, 1857-1876, and the inferences there- 
from as regards the future.” The maintenance by the Bank, 
of a uniform minimum of two per cent., during a period of 
378 days, namely, from April zoth, 1876, to May 3d, 1877, 
presents a striking contrast to the instability of its rates in 
former years. The nearest approaches to it were in 1858, 
when it was three per cent. for 301 days; 1859, when it was 
two and a half per cent. for 288 days; and 1868, when it was 
two per cent. for 324 days. All these periods, it will be 
noted, were periods of cheap money; that is, of great busi- 
ness stagnation. 

In the interval of twenty years, covered by the statement 
now published, the rate has fluctuated between two and ten 
per cent.; the latter being very unusual in England, and hav- 
ing only lasted for forty-five days in 1857, and ninety-six 
days in 1866, during the suspension of the Bank Act, which 
followed the crises of those years. The authorization by the 
Privy Council to suspend the provisions of the Act relating 
to the issue of notes, required this high rate to be maintained 
so long as the suspension lasted. 

The changes of rate have also been very numerous—no less 
than 204 in the twenty years. On an average, there has been 
a change once in five weeks. During the most stable period, 
1867 to 1872, there was, on an average, a change once in 
eight weeks, and during the most unstable, 1872 to 1874, 
once in three weeks. In 1873, the rate was raised eleven 
times, and lowered thirteen times, making twenty-four 
changes during the year. For the whole period, the average 
rate has been almost exactly four per cent., which, it may be 
noted, was, with a single exception, the uniform rate charged 
by the Bank of France for more than thirty years prior to 
1852. 

The current of recent discussions in Europe and this coun- 
try indicates that it is now the prevailing opinion among 
bankers and financial experts, that the rate of discount 
chargeable by banks, should depend upon the same law of 
demand and supply which regulates the prices of all com- 
modities—capital which the bank lends being itself a com- 
modity, as much as the products or merchandise which that 
capital buys. The rise and fall of the rate of discount is, 
therefore, supposed to indicate the true state of the capital 
market, and the repressive or expansive influences which the 
lenders of capital ought to exercise over production and 
trade in conformity with this natural law. The writer in the 
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Economist says that, “the uniform testimony of the actual 
facts, over a long series of years, has convinced every one 
that, assuming ordinary prudence of management, the only 
control which banks, and especially the Bank of England, 
can exert over credit, markets, and prices, is by changes in 
the rate of interest.” Such also was the prevailing opinion 
among the many eminent French and foreign witnesses who 
testified before the Superior Council of Commerce of France, 
in the celebrated Inquiry into Monetary and Credit Circula- 
tion, in 1865-66. In the language of M. De Lavenay, the 
Commissioner-General of the Inquiry, in his report to the 
Council, “if discounts were made wholly in specie—gold and 
silver—these metals, deing like any other species of merchandise, 
subject to the law of supply and demand, it must be manifest to 
every one that the same law which governs every other kind 
of transaction must equally govern the business of discount- 
ing. Does the fact that a bank makes use of its own notes, 
instead of specie, in this business, exempt its discounts from 
the operation of that law which would regulate it if it paid 
out gold and silver? It is a recognized principle, that before 
all, and above all, the bank note should be constantly con- 
vertible into specie on demand. The bank must not, there- 
fore, part with its notes, at a less price than it would charge 
for its gold and silver, because the receiver of the notes may 
return them instantly to the counter, and demand their equiv- 
alent in specie.” 

The passage quoted from the Zconomist would lead us to 
infer that the frequent changes in the rate of discount which 
we have cited have been dictated by corresponding condi- 
tions of the capital market, and have been put in operation 
by the Bank of England for the purpose of regulating credit 
and market prices. But do facts justify these conclusions? 
Is it possible that the supply of capital for trade purposes 
in England has been so fluctuating and that trade itself has 
been so unstable as these changes would, upon that hypoth- 
esis, indicate? Has the speed of the commercial machinery 
been so badly gauged as to require such constant interference 
of the “governor?” It is certain that in no other country 
has there been any such sensitiveness shown in the capital 
market ; and no such sudden or frequent changes can possi- 
bly exist in the conditions under which production, exchange 
and consumption ordinarily go on. In the United States, 
although the average rate of discount is much higher than in 
England, it has also much more uniformity than these tables 
exhibit, and that not by reason of statutes against usury, but 
according to natural laws, as is apparent in those States, like 
Massachusetts and Connecticut, where the usury laws have 
been repealed. We are, therefore, constrained to believe, that 
the fluctuations in the advertised rates of the Bank of Eng- 
land are not due to natural laws which regulate the price of 
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capital, but to the existence of a highly artificial system, 
partly the result of law, but more largely of usages, which 
have grown up in the business of banking, and which have 
rendered the system extremely sensitive, and at times hazard- 
ous and injurious to the public welfare. The Zconomist rec- 
ognizes this when it says that “it cannot admit of any ques- 
tion that changes, so incessant and harrassing, are a grave 
defect of the system under which they arise and become 
necessary.” 

Let us now consider what that system is, and from what 
causes it has resulted. So far as relates to the practice of 
the Bank of England, in raising and lowering its discount 
rate, we have already stated the essential facts. It needs only 
to add that this conduct of its banking business is made 
necessary by the currency provisions of the act of 1844. It is 
to protect the circulation, under the obligations imposed by 
law, that it is obliged to protect its reserve. The sole object 
of the Bank Act of 1844 was to regulate the paper currency 
of Great Britain. All its provisions look to that end, and to 
that end only. It does not profess to regulate the business 
of banking, though, by devolving on its principal establish- 
ment a duty of a wholly different character, that of main- 
taining the credit circulation within prescribed limits, it has 
subjected its banking business to onerous and unnatural 
restrictions. The very title of the act indicates its purpose. 
The act of 7th and 8th Victoria, chapter 32, is entitled, “An 
act to regulate the issue of bank notes,and to confer on the Gov- 
ernor and Company of the Bank of England, certain privi- 
leges for a limited period.” The Bank of England is clothed 
with a monopoly in the increase of paper money beyond that 
actually in circulation in 1844. While the right of issue then 
enjoyed by certain provincial banks and bankers was not 
withdrawn, any increase of their note circulation was forbid- 
den, and it was stipulated that they might voluntarily sur- 
render the privilege to the Bank of England, subject to the 
consent of the Privy Council; and that all lapsed issues (as 
upon the failure or closing up of an issuing bank,) might be 
assumed by the Bank of England, subject to the same con- 
sent. For all such acquired circulation the Bank is author- 
ized to deposit securities in the Issue Department, and take 
out notes against them to such an amount, not exceeding 
two-thirds of it, as may be determined by the Privy Council ; 
the remaining one-third to be covered by specie. But as the 
Bank has already an unlimited right to take out circulation 
against a deposit of specie, the country issues would, in fact, 
be diminished one-third by its assumption of them. The 
plain purpose of the act was to put a stop to the increase of 
paper money uncovered by specie, and gradually to reduce 
its volume, and bring it under the régime of a unitary and 
automatic system. The average of notes in circulation for 
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twelve weeks prior to the 27th of April, 1844, was established 
as the limit of country issues, and the sum of fourteen mil- 
lions sterling, being the amount of public securities authorized 
to be transferred to the Issue Department on the 31st of 
August, 1844, was the limit of credit circulation imposed upon 
the Bank of England. The latter amount has been since 
increased to fifteen millions by the transfer of country issues. 
This was a new departure in favor of hard money, and, what- 
ever may be thought of the machinery, the purpose of it is 
thoroughly commendable. Whatever increase of circulating 
medium the expanding commerce of Great Britain might in 
future cail for, was to be in gold and silver; for although 
bank notes might be issued against those metals, they were 
merely gold notes, representatives of coin actually in hand, 
and not a credit paper. It will be noted as an interesting 
fact, in this epoch of silver discussions, that Bank of England 
notes may be issued against silver bullion, as well as against 
gold. The amount of such bullion which the Issue Depart- 
ment may hold is, however, limited to one-fourth of the gold 
held by it in coin and bullion. But although silver can be 
received in deposit for notes, the latter can only be redeemed 
in gold, as silver is not a legal tender above the amount of 
forty shillings. It would appear, also, that there is no ob- 
ligation under the act to issue notes against silver. The sec- 
ond section /rofibits any future issue of notes by the Issue 
Department, (after the fourteen millions of securities shall 
have been lodged in it,) “either to the Banking Department, 
or to any individual, except in exchange for other Bank of Eng- 
land notes, gold coin, or gold or sétlver bullion, received or 
bought by the Issue Department, under the provisions of the 
act.” This language might seem to imply an obligation to 
issue notes to individuals upon deposit of silver bullion, but 
the fourth section provides only that any individual can demand 
notes in exchange for gold bullion, at the rate of £3 17s. 9¢. 
per ounce. Thus it seems that the Issue Department is not 
required to receive silver at all, and individuals are permitted 
to demand notes only on deposit of gold. It will also be 
noted that, while gold coin may be received, silver can only 
be received in the form of bullion, and consequently, at the 
market price. We are not aware that the statutory provisions 
respecting silver have been changed, although in point of 
fact, there is now no silver in the Issue Department ; but the 
item “silver bullion” still appears in the weekly bank state- 
ment. 

The practical effect of the act of 1844, in restraining the 
future issue of paper money in Great Britain, is shown by the 
fact, that while the production and commerce of the United 
Kingdom have been increased three-fold since its passage, 
there has been no material increase in the paper circulation, 
although the circulation of coin has been considerably 





=e Se 


= 


246 THE BANKER’S MAGAZINE. [ October, 


enlarged. With transactions so largely increased, there must 
necessarily be a more active use of the paper circulation, and 
as the supply of bank notes—credit paper—is strictly limited, 
and cannot be increased, the Bank of England is obliged to 
watch its note reserve very closely. 

It might seem that its ability to discount is not to be 
measured by the amount of notes in its till, because a small 
part of discounts is usually drawn out in the form of circu- 
lation. But discounts are merely a method of granting 
credit, and that credit, if availed of at all—for it may be 
used only to swell the customer’s balance—must be used 
either by transfer in account current to the credit of some 
other customer of the Bank, or by actual withdrawal of cash. 
Most banks can meet such a withdrawal by checks or drafts 
on some other institution, but the Bank of England keeps no 
funds outside of its own walls, (except at its branches,) and 
must, therefore, pay checks in either notes or gold. An 
increase of discounts either adds to its demand liability, by 
increasing its private deposits, or diminishes its reserve, and if 
its available cash is running down, it must, in order to protect 
its till, discourage -discounts, by charging a higher rate for 
them. A drain of gold from the Bank means a reduction of 
the note circulation in the hands of the public, because gold 
can only be got out of the Issue Department in exchange 
for notes, and it must come from that department, because 
the Banking Department keeps only enough for its current 
uses. The public cannot, however, part with its circulating 
medium for any great length of time, and whatever amount of 
notes may have been deposited to get gold is likely to be 
called for speedily, by other parties, at the counter of the 
Bank, and so its reserve will decline, and it cannot be replen- 
ished from the Issue Department without a fresh deposit of 
gold. There is no other bullion market in the world which 
compares with that of London, either for magnitude or 
activity, and a very large part of the metallic stock of Lon- 
don is kept in the Bank. 

If the Bank had only the ordinary functions of a bank 
of discount, issue and deposit to perform, its rate of dis- 
count would be steadier, and the whole market which 
depends upon it would be steadier also; but besides having 
to manage the circulation in a very artificial way, it has also 
to perform all the duties of the public exchequer, to receive 
all the revenue, and make all the disbursements of the gov- 
ernment. In the United States and in France the operations 
of the Public Treasury relieve the banking institutions of 
those countries of a considerable part of these responsi- 
bilities, and thereby leave the banks more free to conduct 
their business on purely banking principles. The Marquis 
d’Audiffret, one of the highest financial authorities in France, 
in his testimony before the Superior Council of Commerce in 
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1865, thus describes the Public Treasury of that country: 
“There is another financial institution which acts with more 
force and universality than the Bank of France in regulating 
the general movements of capital in this country, and which 
gives us an advantage over other countries in respect to the 
circulating medium, which has been very little noticed. That 
institution is the Public Treasury. The organization of this 
remarkable instrument for the movement of circulation and 
wealth is the work of Count Mollien, of Baron Louis and of 
M. de Villéle. We cannot too sacredly guard from every 
dangerous innovation this Treasury Bank, which industriously 
gathers up the public revenues in every part of the Empire, 
and disburses them again without delay and almost without 
displacement, in the discharge of all public obligations. 
Owing to the regular operations of the Receivers-General, 
the expenses of negotiation on the part of the Treasury have 
been reduced from fifty-five millions of francs to two or three 
millions, in the handling of funds amounting to many mil- 
liards. A financial institution of so much power, which has 
passed through so many political revolutions, and which has 
been so long the admiration and envy of foreign govern- 
ments, renders the development and extension of institu- 
tion of credit far less necessary in France than in other 
countries.” 

There is, however, another influence which has contributed 
more to the sensitiveness of the English Bank rate than the 
exacting provisions of the Act of 1844. This is the greatly 
enlarged operations of the Joint-Stock banks. These opera- 
tions have grown up mainly within the last twenty-five 
years. It appears by a table presented in the second of the 
Economist’s articles already referred to (August 4th), that in 
1851 the total deposits in the Joint-Stock banks of London 
amounted to £ 13,500,000. In 1855 they had increased to 
£ 33,200,000; in 1861 to £ 47,100,000; in 1866 to £ 71,000,000; 
in 1872 to £ 89,800,000, and in 1876 to £ 93,700,000. The 
deposits of the Bank of England, public and private, 
amounted in 1876 to less than £ 25,000,000, or to but little 
more than a quarter of those of the Joint-Stock banks, 
while in 1851, the first year of the above period, they were 
about £ 17,000,000, or twenty-five per cent. greater than the 
amount held by those institutions. 

The total deposits and circulation of the Bank of Eng- 
land, taken together, amounted in 1851 to £ 33,000,000, and 
in 1876 to only £ 52,000,000, or little more than half the 
aggregate deposits of the Joint-Stock banks. The movements 
of capital in Great Britain since 1851 as indicated by the 
Trade Returns, have also greatly expanded. The exports 
and imports in 1851 amounted to £ 204,000,000, in 1876 to 
£, 641,000,000, and in 1873 to£ 682,000,000. Thus it appears 
that while in a quarter of a century the resources of the 
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Bank of England have increased only about fifty-eight per 
cent., the deposits of the Joint-Stock banks have increased 
nearly 600 per cent., and the volume of trade -234 per cent. 
The bearing of this increased business of other London 
banks upon the resources of the Bank of England is apparent 
when we state that these banks neither issue circulation nor 
hold cash, in either notes or gold, to any considerable extent. 
They are banks owing enormous debts, most of them payable 
on demand, with practically no reserve. Many years ago the 
Economist, in an article on the National Banking System of 
the United States, stated that the banks of Great Britain, 
including the Bank of England,* did not probably hold five 
per cent. of their immediate liabilities in cash, and since 
that statement was made, the deposits have no doubt 
doubled, with no corresponding increase of the metallic 
stock of the kingdom. Substantially the whole cash reserve, 
both notes and gold, is held by the Bank of England, and 
when the magnitude of the business is considered over which 
it has no control, and the very speculative character of the 
London money market, it is not surprising that it uses the 
rate of interest as railways now use the air-brake, as a very 
powerful engine to regulate the speed of the commercial 
train. 

That which has caused the vast increase of deposits 
is the allowance of interest. Professor Levi, in one of his 
late college lectures on Banking (see the last number of the 
BANKER’S MAGAZINE, page 212, etc.), ably defends this sys- 
tem, and it is customary now-a-days to extol the spirit of 
economy and thrift which leaves no penny in a rich country 
idle. The general encomium is just, but the practice in 
England of turning every available shilling into a banker's 
till, and compelling him to use it as the price of the interest 
which he pays, has imparted an unnatural and feverish 
energy to the employment of capital in that country. Pro- 
duction has been over-stimulated by it, bad investments, 
especially foreign public and private loans, have been multi- 
plied, and the frequency and intensity of crises have been 
promoted. The system would be far less objectionable if 
every bank and every private banker, issuing notes for circu- 
lation, were to keep a certain reserve of Bank of England 
notes and specie in his own vaults. The whole strain would 
not then fall upon the Bank of England, and it would thus 
be able to maintain a more uniform discount rate. That 
by so doing it would render an incalculable benefit to legiti- 
mate trade there can be no question. Nothing enters more 
directly into the cost of production and the price of mer- 
chandise than the current rate of interest. A uniform low 
rate so greatly stimulates production, that next to, and pos- 


* We quote this article from memory, and it is possible that the Bank of England was not 
covered by the Zconomist’s statement, though our impression is that it was. 
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sibly before the cost of labor it determines the relative com- 
mercial rank of nations. Hardly of less importance than 
cheapness in the price of capital, is uniformity. Trade opera- 
tions are predicated upon long outlooks ahead, and enter- 
prises undertaken or rejected upon close calculations of their 
cost and probable returns. If the cost of capital can be 
absolutely or nearly ascertained, a most important element 
of uncertainty is eliminated. All production involves a con- 
stant purchase of capital—that is, an exchange of products 
against money. No matter how rich the producer; no mat- 
ter that he has ample capital for his business, enough even 
never to discount his receivables; the market price of his 
products depends upon two things, natural demand and sup- 
ply, and the price of money; as the money price rises other 
prices fall, and in the hands of somebody, all products, at all 
times, till they have reached the consumer, are being 
measured against money. No man in business, therefore, of 
whatever wealth, is unaffected by the current rate of dis- 
count. Nor is the benefit of a low rate of interest confined 
to the capitalist and employer; it is shared also by the 
laborer, not to the extent which is desirable, but to an 
important extent notwithstanding. M. Gautier, deputy- 
governor of the Bank of France, justly described this benef- 
icent influence, when advocating the extension of branch 
banks through the interior of France.* “The reduction 
which such branches bring about in the local rate of 
interest is the most efficient and salutary encouragement 
which could be given to ali branches of industry. The 
working class is perhaps more interested in it than any 
other; for the producer who obtains the loan of the capital, 
which he is obliged to borrow to keep his workshops going, 
one per cent. cheaper than before, is enabled to give, and 
almost always does give, a part of the sum saved to the 
workmen whom he employs, either by adding to their wages, 
or by increasing the number so employed, to the great 
advantage of morality and social order.” 

In an opposite sense, the great Turgot gives a graphic 
picture of the mischiefs which follow a large advance in the 
rate of interest, when he likens it “to a flood, which by 
covering the fields, interrupts and destroys the fruits of 
labor, and condemns the population to ruin and to famine.” 

It is customary in England and in this country to speak of 
France as behind the Anglo-Saxon nations in the economy 
and beneficial use of capital; and this reproach is constantly 
reéchoed by French economists and bankers. From our 
standpoint this is, no doubt, true. There are comparatively 
few banks in France, and the employment of them for pur- 
poses of discount and deposit is much more limited than in 
England and the United States. Much economy would 


* Encyclopédie du Droit: Article ‘“‘ Bangue.”’ 
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doubtless be saved by extending the keeping of bank 
accounts, the use of checks and the machinery of the Clear- 
ing House in that country. A step in our direction has 
already been taken in the great increase of the paper circu- 
lation during and since the German war. As that paper has 
never been seriously depreciated, owing to a favorable bal- 
ance of trade on the one hand, and to the maintenance of a 
very large and constant stock of the precious metals in the 
hands of the people on the other, it has become a positive 
advantage to familiarize the popular mind with the con- 
venience of paper money, and with its stability also when 
fortified by such a holding of specie as, the Bank of France 
(the only issuer of notes) has constantly maintained since the 
war pressure was over. The public loans have also con- 
tributed to bring out a part of the useless hoards which 
were kept, not to meet proximate engagements, but through 
political distrust and ignorance. Both these causes have 
rendered the capital of France more mobile and more active 
than it was before, but the business of the country still rests 
upon the secure basis of actual money held by those who 
have to use it, and providing for a far larger part of their 
actual wants than is customary in any other country. The 
strength of the English banking system is that it con- 
centrates the money power in a few hands, and so brings it to 
bear quickly and effectively upon a given point, and renders 
great enterprises possible, which would be prevented by greater 
diffusion ; its weakness is, that it constitutes a grand partner- 
ship between the provident and improvident, between the 
producer and the speculator, and makes it possible, by the 
bursting of financial bubbles, to involve the industries of the 
country in a common ruin. In France this is much less pos- 
sible in theory, and much less frequent in fact. 

The greater freedom of the Bank of France—which is 
restrained by no arbitrary law of circuiation—makes it better 
able to regulate its business so as to avoid severe repressions 
of industry. It keeps a larger metallic stock than the Bank 
of England, and although it has been able to adopt, and has 
adopted (since the passage of the law of 1857) the practice 
of raising the rate of discount to protect its reserve, it has 
not been obliged to exercise it so often nor to such a degree 
as the Bank of England. It does not keep the whole metal- 
lic reserve of the country, and it is not called upon to save 
other institutions from the penalties of their own improvi- 
dence. It is earnestly to be hoped that France will not 
abandon its traditions in the management of capital, while 
it should doubtless adopt to a greater extent the improved 
English methods of moving it. 

For the United States the question of banking on a spe- 
cie basis will, we trust, soon be a practical one. We may 
reasonably hope that for a time, at least, prudent councils 
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and a conservative policy will prevail. The National system 
has withstood a shock such as will probably never visit us 
again. The ordinary decennial crisis is a light matter com- 
pared with the complete subversion of all values and the 
demoralization of credit, such as war and the reign of incon- 
vertible paper money bring in their train. The relations 
with Europe have come to be far more intimate than they 
were prior to 1860, and our bankers and financiers have 
learned to respect and be guided by the experience of older 
countries. For ourselves we do not reject—on the contrary, 
we have for many years advocated—the doctrines of free 
money and a rate of interest such as is dictated by natural 
laws. We yield to no American in insisting on the import- 
ance of a large metallic reserve. Our desires in that direction 
far outrun the present or probable practice of the country. 
We agree that a serious threatening of that reserve should 
be arrested by a rise in the rate of discount when no other 
remedy can be found, “but the art of the financier as well 
as of the statesman is to conquer difficulties, and overthrow 
obstacles by the force and ability of his combinations.” The 
middle ground, recommended by a majority of the bankers 
who testified before the French Commission, seems to us the 
just one. ‘“ They agreed, on the one hand, that raising the 
rate of discount causes a disturbance to commerce which is 
much to be regretted, and that, on the other hand, such an 
advance in the rate must, in certain circumstances, be 
accepted as a necessity. From these two premises they drew 
a two-fold conclusion, namely, that while, on the one hand, 
no legal limit ought to be imposed upon a bank in fixing its 
rate of discount, it is, on the other hand, its duty to adopt 
every means consistent with its safety, to diminish as much 
as possible the frequency and the degree of changes.” 
s 


Note-—A valuable illustration of a divided, in place of a 
concentrated, metallic reserve, such as exists in England, is 
to be found among the German Banks. On the 31st of July 
the nineteen German banks held in the aggregate 710 mil- 
lions of marks in coin and bullion, against a note circula- 
tion of 893 millions, or about eighty per cent. The Impe- 
rial Bank held 598 millions of cash against 697 millions of 
notes, or eighty-six per cent.; and the other eighteen banks 
held 112 millions of cash against 184 millions of notes, or 
nearly sixty-one per cent. No bank, or group of banks, (they 
are in part grouped together according to location,) held less 
than fifty per cent. of cash against their circulation. 
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CONVENTION OF THE BANKERS’ ASSOCIATION. 


The annual convention of the American Bankers’ Associa- 
tion which has just been held, is one of the most import- 
ant meetings of the financial men of this country which 
has been held since the war. The subjects which it dis- 
cussed were unsurpassed, both in their intrinsic importance 
and in the amount of public interest which has _ been 
awakened by them in this country and in Europe. Of course, 
one of the principal topics was that of the resumption of 
specie payments. It was one of the first discussed in the 
convention, and the. lively, harmonious attention which it 
awakened showed that those politicians and statesmen were 
very much at fault who have been telling their friends in 
private and in public, so often of late, that the banks did 
not care for resumption, and were many of them to a very 
great extent opposed to it. 

After the subject of resumption, the convention discussed 
the silver question from various points of view, and passed a 
resolution that “in the opinion of this convention, silver 
money as a subsidiary currency is desired by the people, and 
that its free, but not enforced use will greatly aid in restor- 
ing the value of our paper money.” The conservative char- 
acter of this resolution corresponds to that of the resumption 
resolutions which will be found in our report elsewhere 
given. They declare that the early resumption of specie pay- 
ments is necessary for the restoration of general prosperity 
and social progress throughput the nation, and that this great 
end can be secured with the co-operation of the people by 
means already provided by law. Taking the whole of the 
resolutions together it cannot, we think, be denied that they 
present a demonstration of the wisdom and sound views of 
our banking community, which is in complete harmony with 
the evidence on record in similar great crises in the 
history of the United States. The various addresses on these 
and kindred subjects were so full of practical interest that 
we regret our inability, even with our enlarged space, this 
month to present them to our readers. The pamphlet, how- 
ever, which contains the full report of the American 
Bankers’ Association will be issued shortly, and as several of 
the addresses are so well worthy of preservation in a per- 
manent form, we shall, hereafter, try to find space to publish 
them complete for future reference. 

As the subject of bank taxation is urgent we had ex- 
pected that it would occupy a more conspicuous place in 
the programme of the convention. Among the collateral 
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topics of importance we must not omit the subject of muni- 
cipal bonds, on which a lively and valuable discussion took 
place, introduced in a paper by Mr. Buell. The investigation 
of our municipal credit and its abuses is so important, and 
has been so ill-directed; the dangers with which these 
abuses threaten us are so great and the remedies for the 
evil are so numerous, conflicting and uncertain, that we 
should have given the address in full had we been able to 
do so. As we may not soon recur to the subject we will 
give a brief view of the chief points presented before the 
Convention. Mr. Buell cited some elaborate statistics and 
said: “According to the best information I can procure the 
aggregate of municipal bonds outstanding in this country 
falls very little short of $1,100,000,000, At an average rate 
of seven per cent. the annual interest on the securities, if it 
were all punctually met, would require an annual sum of 
nearly 77,000,000 of dollars. This outlay for interest alone is 
more than the whole expenditure of the Government of the 
United States for some years after the gold discoveries of 
1850 had begun to introduce the era of extravagance and 
administrative prodigality here as in other countries. In the 
United States there are a hundred and thirty cities whose 
financial condition I have had in view in making these 
remarks. Of these cities, twenty have a population of 100,000 
and upwards. Their net total debt, as nearly as it can be 
ascertained after deducting the sinking funds, is $ 492,000,000. 
Next we have seventeen cities whose population is from 
40,000 to 100,000 and whose aggregate indebtedness is 
$ 45,000,000. We have, then, thirty-seven cities with a popu- 
lation of 20,000 to 40,000, and whose aggregate debt amounts 
to nearly $55,000,000. The total of these seventy-four cities is 
more than half of that which I estimate as the total for the 
United States. Their aggregate is $ 593,343,567. It is diffi- 
cult, as every one will admit who has made the attempt, to 
obtain the statistics of the smaller cities, even in the State of 
New York. For many of the Western and Southern States, 
the attempt, though involving great labor, is seldom rewarded 
by much accurate information. For fifty-six cities below 
20,000 population, I find that the total debt in 1876 was 
$ 51,000,000. Hence, the one hundred and thirty cities whose 
Statistics I have analyzed had, in 1876, a net debt of 
$ 644,378,663. This sum is three-fifths of the aggregate esti- 
mated to be that of all the municipalities of this country. 
“In this enormous debt I see many reasons for grave 
alarm, especially as its increase has been so rapid during 
several years past. It is worthy of more attention than has 
yet been given to the investigation, that the reckless extrav- 
agance of municipalities in the issue of bonds and the crea- 
tion of this species of debt did not begin at the commence- 
ment of our paper money inflation. At the outbreak of the 
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war there was scarcely any market for the municipal bonds 
of any but the chief cities, and the great body of the people 
of this country were quite unaccustomed to put their money 
into such investments: By the issues under Secretary Chase 
of the small denominations of five-twenties, ten-forties, seven- 
thirties, and other Treasury notes and obligations, the popu- 
lar mind was familiarized with the idea of investing in 
securities of a kind previously almost. unknown, and by 
degrees a market was gradually created for Government 
bonds, which in their turn prepared the way for the adop- 
tion of railroad securities and municipal bonds in the same 
channels of investment. The process, however, of developing 
these new markets was a very slow one until the close of 
the war. This is evident from the fact that so late as 1866 
the aggregate indebtedness of the municipalities of the United 
States was very little more than § 360,000,000.” 

After some illustrative remarks, Mr. Buell closed his address 
as follows: “I trust this Association will be enabled in the 
future to do much for the achievement of this most important 
reform. We have many advantages qualifying us as an Asso- 
ciation for undertaking this work. We have our organizations 
in every State in the Union. We have our constituents and 
members in every town and city of the United States where 
there is a bank or banker. We have our officers busily 
employed during the sessions of Congress in endeavoring to 
enlighten and inform the minds of senators and representa- 
tives in regard to questions of bank legislation and bank 
taxation for the whole of the United States, and there is no 
reason why an organized body so powerful, and wielding so 
much influence as ours, should not, as soon as the most 
pressing tax questions are disposed of, take up, with vigor 
and success, other reforms. When that time arrives, and I 
hope it is very near, we shall find ready to our hand import- 
ant work in connection with the municipal indebtedness of 
the country.” 

This anticipation, we trust, will be fulfilled at an early 
day. The municipal credit of this country has_ received 
severe blows from which the credit of the national govern- 
ment has suffered, as we are assured by gentlemen recently 
from Europe, to an extent of which few of our bankers, 
statesmen or merchants have any adequate idea. If the con- 
vention had done nothing more than direct the public mind 
to the great questions of specie payments and municipal cre- 
dit, it would have accomplished enough to prove the wisdom 
and necessity of such meetings for conference and discussion 
of the financial interests of the country. 
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DEPOSITS OF SAVINGS BANKS. 


We published in the May number of the BANKER’s Mac- 
AZINE an account of the capital and deposits of the Sav- 
ings banks of the United States. The statement was made 
up for the six months ending May 31, 1875, from official 
statistics, compiled from the reports of the Savings banks to 
the Internal Revenue Bureau. At the late Convention of 
the American Bankers’ Association in this city, a similar 
statement was presented from the Commissioner of Internal 
Revenue, Mr. Green B. Raum, which is a year later than 
those previously published by us. We have obtained a copy 
of the statistics which are given below. It will be ‘seen 
that the deposits of the Savings banks having a capital are 
large in California, Massachusetts and Illinois, while they 
are comparatively small in the other States where the 
system prevails of conducting Savings banks without a sub- 
scribed capital. 

Uf the Canadian Savings bank system an_ interesting 
account was given by Sir Francis Hincks in the Convention. 
He stated that the Canadian Savings bank law was origin- 
ally modelled on that of the United States, but it was 
repealed a few years ago. There is in Canada an admirable 
Post Office Savings bank system which is being gradually 
extended. Several of the chartered banks have savings bank 
departments, and there are three other savings banks, one 
at Montreal, one at Quebec and one at Toronto, which were 
at the time of the repeal of the old act specially chartered. 
It was deemed expedient by the Government and Legisla- 
ture that institutions receiving deposits from the poorer 
classes of society should give the same security as_ those 
receiving the deposits of the wealthier classes, and when the 
old Savings bank Act expired about six years ago, it was 
not renewed, and the few existing institutions were given 
the ception either to amalgamate with a chartered bank or to 
organize with a large subscribed capital, twenty-five per cent. 
of which should be paid up, or to wind up. Of the five 
institutions then existing two wound up, paying their 
depositors in full; two organized with a proprietary, one 
with a capital of two millions, the other with one million; 
and one obtained a special temporary act to continue on its 
old footing. The system of conducting Savings banks with- 
out a subscribed capital does not now exist in Canada 
except as above stated. The table of the Commissioner of 
Internal Revenue is as follows: 
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STATEMENT OF THE AVERAGE AND TAXABLE CAPITAL AND DEPOSITS OF THE 
SAVINGS BANKS IN EACH STATE AND TERRITORY OF THE UNITED STATES 
FOR THE SIX MONTHS ENDING MAy 3IST, 1876. 


STATE OR 
TERRITORY. 


EASTERN STATES. 


New Hampshire.. 


Massachusetts .... 
Rhode Island 
Connecticut, 


MIDDLE STATES. 


New Jersey 
Pennsylvania..... 
Delaware... 
Maryland 

Dist. of Columbia. 


SOUTHERN STATES. 


Virginia 

West Virginia .... 
North Carolina... 
South Carolina.... 
Georgia ...ccccoce 
PIOGR. 006 see. 
Alabama,.....0.... 
Mississippi..-..+- 


WESTERN STATES. 


Oke 0000 er eeree 
Indiana . 

Illinois 

Michigan 
Wisconsin 


Minnesota 
Missouri. 
Kansas.... 
Nebraska. ... 


California ........ 


Wyoming .. 
Idaho... 
Dakota.. 
BEOMANES...00000006 
Washington 
Nevada 


Grand total... $657)147,304 


$ 214,495,892 


$ 382,654,263 


Savings Banks having 
—-no Capital.— 
Average 
Taxable 
Deposits. 


Average 
Deposits. 
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28,859,394 - 
6,277,216 . 
23,895,737 - 
49,102,195 - 


7594415343 - 15,187,277 


- $ 38,028,268 


311,588,657 . 
31,580,701 . 


$ 3,163,546 - 
3,234,574 - 
549,072 . 
1,824,019 . 
14,069.780 . 


30,990,908 . 
79350498 . 
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$ 45,987,123 
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182,422 ; 


12,905,006 ; 


+ $15,971,889 . $4,111,201 
+ $97,265,310 . $5,016,659 


Savings Banks having a Capital Stock 

or Bond. 
Average 
Taxable 
Capital. 


$ 36,750 . 


205,200 - 45575353 - 


Average 

Taxable 

Deposits. 
$ 90,790 


Average 
Deposits. 


$ 243,686 . 


Average 
Capital. 
$ 50,000 x 


205,200 . 


71I 


$ 4,819,039 . 


$255,200. 


$ 241,950 + $91,501 


280,382 
17,53) 
92,193 


550,302. 
132,081 . 
316,935 « 
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13,802 : 


25,000 . 
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+ $3,542,316 . $ 31,814,723 . $ 13,007,056 


+ $4,426,524 . $38,207,891 . $ 13,664,751 
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MR. COE’S PLAN OF RESUMPTION. 


The full semi-official report which we give elsewhere of 
the action of the American Bankers’ Association on Mr. Coe’s 
scheme for the resumption of specie payments, and on other 
important financial questions, makes it impossible for us to 
do more in this place than to give a general view of some 
of the chief features of the plan. There is one point in 
regard to this scheme which seems to have been too much 
overlooked. It does not claim to be wholly new. Mr. 
Coe has for many years been elaborating its machinery 
and it has substantially been tested and proved by the 
experience of several important crises during the last fifteen 
years or more. In the next place Mr. Coe’s plan would bring 
our treasury arrangements into more complete harmony with 
those adopted by France and England in the negotiations 
of their great loans than has ever been effected since the 
passage of the sub-Treasury Law many years ago. Thirdly, 
Mr. Coe’s plan is the only one yet offered which possesses 
two important but apparently contradictory advantages. It 
makes certain and takes for granted that we shall resume 
on the day fixed by law, and it shapes all its machinery 
and directs all its force with a view to the actual restora- 
tion of coin payments on first of January, 1879. But with 
this primary condition it unites a second of equal or greater 
importance. It so arranges the banking movements of the 
country into symmetrical combinations with the movements 
of the Treasury towards resumption that it promises to reach 
the goal of specie payments not only without a financial 
crisis, but without checking or retarding the present hope- 
ful progress of our commerce and trade toward recuperation 
and prosperity. 

We have said that Mr. Coe’s plan does not lay claim to 
the charms of novelty. In 1857 some of its fundamental 
features were discussed and partly put in force for the 
revival of banking elasticity after the panic of that year. 
In 1861, as we showed some months ago, Mr. Coe, at a meet- 
ing of the New York Clearing House Banks, developed and 
explained his plan still further, and had it been adopted 
to a more complete extent, it would, as not a few persons 
suppose, have delayed if not prevented altogether the sus- 
pension by the banks and the issue of legal tender notes by 
the Government. In further illustration of the advantages of 
this plan, we will quote the following remarks upon it from 
a well-known financial authority, the late Mr. James Gallatin 
of this city. At a meeting of the Clearing-House Banks, 
December 28th, 1861, Mr. Gallatin made the following 
remarks which, like much of what he wrote and said on 
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financial topics, reads almost as though it were uttered yes- 
terday for the first time. 

After some remarks on, the crisis through which our finan- 
cial system was then passing in connection with our war 
finance Mr. Gallatin offered his views on the best methods 
for uniting the banks and the Treasury as follows: “When, 
in November, 1861, we united our specie in a common fund, 
to save ourselves and avert financial convulsion which 
threatened to engulf the property of the country in ruin, we 
vied with each other in readiness to yield all our cherished 
rights of individuality to cement that bond of union. We 
saved ourselves by that act. We saved the country by it. 
The National loans were secured, the honor of the country 
was preserved financially, the Treasury and the War Depart- 
ment were rescued from conspirators and the administration 
elect was peacefully inaugurated. Immediately upon the 
accession to power of the new government, efforts were made 
to place in possession of the Secretary of the Treasury every 
suggestion which financial skill and experience could furnish. 
Never having been engaged in mercantile occupations him- 
self, a total stranger to the practical everyday life of a 
banker, he was known to desire all the information on finan- 
cial affairs which he could obtain, and it was freely supplied. 
The nature and functions of banks, the characteristics of 
currency, the practical management of National loans, the 
most approved modes of raising National revenues, and the 
funding operations of governments, were fully explained ; 
yet, from causes which remain unknown, he adopted a line of 
policy, on many subjects, directly the reverse of that which, 
in my opinion, all experience had suggested. He rejected a 
fair market price for his funded stock, he issued Treasury 
notes in a form which proved, as he was told it would, a 
source of embarrassment to his subsequent negotiations. You 
are all familiar with what occurred when he came here to 
enter upon the negotiation of the loans authorized by Con- 
gress at the extra session. He was urged to abandon the 
issue of the demand notes, and to draw directly upon the 
banks; and some of us proposed then to take the whole 
$ 150,000,000, if he would do so, and I believe we were all 
ready to unite in that arrangement. Coin being the basis of 
credits, it was only in that way that the increased financial 
operations of the government could be conducted; for it is 
impossible to maintain the superstructure of credit when 
the basis is withdrawn, for in destroying the basis, the super- 
structure also is swept away. He refused. He also refused 
to draw directly upon the banks for the proceeds of the loan 
taken by each. We are informed that the act of Congress 
was passed expressly for the purpose of authorizing him to 
do so, but he gave it a different interpretation, which may 
be the correct one, although I do not think so. He was told 
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then by many of us that if he persisted in issuing his 
demand notes he would force us into suspension eventually ; 
and the Boston banks, foreseeing the dangers we were incur- 
ing, wisely restricted themselves to a portion of the 7,5 
Treasury notes, which would have given New York, had we 
adopted the same policy, twenty instead of thirty-five mil- 
lions; that is to say, we would have taken sixty instead of 
one hundred and five millions of government loans, as we 
have done. He persisted in these exceptional issues, and 
those of us who opposed his views were overruled, but it 
required only a few weeks’ or days’ experience to demon- 
strate that we were correct. Symptons of approaching per- 
turbation in the currency were soon apparent. The influence 
of the demand notes was speedily felt, and early in Septem- 
ber the Secretary was made fully acquainted with it by an 
able letter from the President of one of our largest banks. 
At length it became absolutely indispensable to speak in the 
plainest language, and when he met with us at the close of 
that month to negotiate the second fifty millions an explicit 
statement of the dangers of his course was prepared and 
read to him. Again some of us were desirous of making 
conditions in the negotiation to limit the demand notes and 
have him draw direct upon the banks; but the minority was 
overruled in these as in the subsequent proposition, to have 
the option of having the fifty millions of stock, principal and 
interest, payable in Europe, as it would have facilitated the 
sale or hypothecation of the stock abroad. The results all 
along foreseen and predicted by your minority are now upon 
us; the published letters and addresses, or memoranda to 
the Secretary, of 27th March, rst May, 7th May, rgth June, 
12th September and 30th September, pointed out the practi- 
cal results of his policy exactly as they have been developed ; 
and, with your permission, I will now read the following 
extract from the letter of 7th May last: 

“Banks are only dealers in money, and their power of 
making loans is limited by the condition of the money 
markets of the world; they require quick returns of ready 
money to meet current demands; and while they have the 
opportunity of dealing in Government securities, as agents 
between the Government and the people, they can dispose 
of any amount of loans which this or other countries will 
absorb; but to load them with loans which they cannot 
dispose of, would force their specie from them. Turn the 
exchanges against the country, cause a suspension of specie 
payments, and you will at once inaugurate a_ depre- 
ciated paper currency with all its attendant calamities. 
Banks are only mediums of the exchanges, not reser- 
voirs of the capital of a country. Load them down, as 
already observed, by permanent investments, so that they 
cannot aid the ordinary commerce and trade of the 
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country, and they must suspend specie payments; and then 
if the banks and Government were to issue an unlimited 
paper currency, as in the revolutionary war, the credit of 
the nation abroad would be gone, and the increased prices 
of commodities, by the increase of the paper money, would 
add immeasurably larger amounts to the expenses of the 
war and the National debt than any possible loss which 
may be entailed under a maintenance of specie payments, by 
selling the stocks at market prices. Besides all this, by 
maintaining a specie basis, we can distribute the economical 
burden of the war among all other nations, in proportion 
to the extent of their economical relations to us.” 

“Tt now remains to ask your attention to a fact connected 
with the Secretary’s interview at the negotiation of the last 
fifty millions, just before the meeting of Congress. We were 
all desirous of knowing his plans for the future, and particu- 
larly the measures he proposed to recommend to Congress. 
It is customary, in all countries, to communicate such 
information freely to persons making great loans, and the 
finance minister of even the most despotic governments con- 
siders himself bound to furnish it on such occasions. But 
Mr. Chase utterly refused to give any information of his 
plans to us. Having heard rumors from the street that plans 
for an indirect issue of Government paper money upon 
National securities, in imitation of our system in this State, 
were being pressed upon his notice, I prepared and read to 
him on that occasion an exposition of the futility of resort- 
ing to such a scheme, and explained how it would fail to 
yield him the supply of capital which he required. He 
solicited a copy of the paper, which I gave him, and in the 
hurry of preparing his report he no doubt overlooked it, for 
a few days afterward he sent in his report to Congress 
recommending the very scheme I had exposed. It would 
seem evident, therefore, that either he is not very well 
acquainted with the nature of financial affairs, or is controlled 
no doubt by well-meaning persons, who advocate the policy 
of a suspension of specie payments and a vast issue of paper 
money. In either case the results of his policy will be the 
same, and the influence upon us is no longer a matter of 
conjecture. We are now loaded down with Government 
securities which we cannot sell. Banks, as I have already 
stated, can act only as agents in great National loans. When 
our capitals are absorbed, as they now are, we can no longer 
aid the Government. The Government must suspend specie 
payments or we must, and it is only a question of a few 
more days’ time as to who suspends first and who shall hold 
the specie now in our vaults. If we hold it, the people and 
the Government will be alike benefited; if Government 
takes it, the whole will be expended and hoarded by a few 
people. Indeed the question for us to consider, as trustees 
of the people, now is, how much, if any thing, can we help 
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to preserve of the values which the approaching tornado of 
paper money threatens to sweep away. 

“Whether that paper be composed of direct issues by Gov- 
ernment, or indirect issues based upon Government securities, 
it will doubtless be made a legal tender by Congress, 
although I believe it contrary to the letter and intention 
of the Constitution of the United States. We may have, how- 
ever, to receive and pay it; but in order to preserve a basis 
for future values, we should endeavor to get and keep as 
much coin as possible, upon which to resume specie pay- 
ments whenever that can be done with safety. Contraction 
for that purpose must eventually be resorted to, and the 
more coin we have on hand the less severe will be the 
contraction. 

“The main feature of any sound plan for harmonizing the 
action of the banks and the Treasury in the negotiation of 
loans is to authorize the Secretary of the Treasury to draw 
upon the banks and keep accounts with them. If we would 
prevent monetary trouble we must authorize Treasury drafts 
on the banks for Treasury disbursements ; these drafts to be 
paid to the public out of the deposits created by the taking 
of the loans. This arrangement is of vital importance to 
the working of both government and bank finances, and it is 
the only way in which loans can be safely taken by the 
banks. If the Secretary should so prefer, he could make his 
drafts upon the banks of any one city payable at some one 
bank in that city, and the exchanges at all places throughout 
the Union, upon the three cities, being at par or at a pre- 
mium, these drafts would circulate freely, and facilitate the 
inland exchanges and avoid the displacement of coin. 
Indeed, it would be advisable to make all his drafts on the 
banks of the three cities—New York, Philadelphia and 
Boston—for such drafts will always be at or above par 
throughout the country; and I would restrict all drafts to 
the banks of the three cities, for this very important reason: 
that there would be no risk of loss to the Government, the 
specie reserves of all the banks in the city of New York 
being now a common fund.” 

It is to be regretted that the practical aspects of Mr. Coe’s 
scheme were not more fully presented before the Convention, 
and that the testimony of Mr. Gallatin, and of other finan- 
cial men, some of whom are no longer with us, was not 
referred to in the discussions. At a time like the present 
it is of great importance to show that the machinery pro- 
posed by any scheme of resumption has stood the test of 
experience. Some of the essential parts of the mechanism 
proposed by Mr. Coe have stood this test. It remains to be 
seen whether the plan, as a whole, is as practicable as its 
friends believe it to be, and whether Congress and the peo 
ple will think of it as did the Convention before whom it 
was so elaborately expounded by Mr. Coe and his friends 
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THE IMPERIAL BANK OF GERMANY. 


[ ABRIDGED FROM CRUMP’S ENGLISH MANUAL OF BANKING. ] 


The German Imperial Bank (Reichsbank) is the successor 
of the Bank of Prussia. The latter was founded in 1765 
by Frederic II as a State bank. In 1846 it was reorganized, 
the State ceasing to be the only proprietor and the. public 
taking up a part of the capital. At that time the State con- 
tributed 1,260,000 thalers and the public 10,000,000. The 
bank discounted commercial bills, not having more than 
three months to run, bought the loans of the Prussian 
government or the Provincial corporations as investments, 
and advanced against these securities. It took likewise 
money on deposit, dealt in bullion and advanced against 
merchandise up to fifty per cent. of its value. Its authorized 
note issue was 21,000,000 thalers. In 1856 the restriction 
with regard to the amount of the notes to be issued was 
done away with, and the bank was authorized to issue its 
notes to any amount, provided that it always kept them 
covered in the proportions of one-third in bullion and two- 
thirds in bills not having more than three months to run. 
In the same year the capital furnished by the public was 
raised to 15,000,000 thalers, the interest of the State in the 
concern having increased to 1,809,000 thalers. 

After the German war of 1866 the capital supplied by the 
public was again raised by 5,000,000 thalers, the share of the 
State being then nearly 2,000,0co thalers. The reserve was 
6,000,000 thalers, and the profits were divided as follows: At 
first the bank was under the obligation to pay the State 
yearly 621,910 thalers until 1925, as interest and sinking 
fund on a loan of 1856. After providing for this amount 
4% per cent. was given to the shareholders, 3% to the State, 
and of the remainder one-quarter was placed to the reserve, 
three-eighths divided among the shareholders and an equal 
proportion paid to the State. In 1875, on the conversion of 
the Bank of Prussia into the German Imperial Bank, Prussia 
received back its share of the capital (1,906,800 thalers) and 
half of the reserve. Moreover the new bank had to pay to 
Prussia a compensation of 15,000,000 reichsmarks, and to 
undertake to pay until 1925 yearly the sum of 621;910 
thalers. The shareholders of the Bank of Prussia could 
either demand repayment of their capital, plus their share 
of half the reserve, or they could exchange their shares 
against those of the Imperial Bank. 

The German Imperial Bank is under the supervision of 
the government. The capital is 120,000,000 reichsmark, con- 
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sisting of 40,000 shares of 3,000 reichsmarks each. The bank 
buys and sells gold, discounts bills not having more than 
three months to run, and not less than three (exceptionally 
two) signatures; makes advances, for not longer than three 
months on specie, on German government securities up to 
three-fourths of their value, on non-German government 
securities up to half of their value, on bills of exchange up 
to ninety per cent., or on merchandise up to two-thirds of its 
value. It buys and sells stocks and shares on commission, 
makes payments and collections, receives money on deposit 
and valuables for safe custody. Part of its funds may be 
invested in German government securities or German rail- 
way debentures. The bank issues notes, of which one-third 
must be covered by gold, or German paper money, or reich- 
skassenscheine, which notes the government may issue to 
the extent of 120,000,000 reichsmarks, and two-thirds in bills 
on Germany of not longer currency than three months. The 
bank is obliged to cash its notes at Berlin in legal money 
(gold coin or reichskassenscheine), and to issue its notes 
against gold bars at the price of 1,392 reichsmarks per 
pound. 

The charter of the bank ends 1891, when the government 
has the right of liquidating the concern or of buying up 
all the shares at their nominal price, the reserve being 
divided equally between the shareholders and the govern- 
ment. , 

The profits are divided as follows: 

(1) The shareholders receive 4% per cent. 

(2) One-fifth of the remainder goes to the reserve fund 
till the latter reaches twenty-five per cent. of the capital. 

(3) Half of what then remains is divided among the share- 
holders; half goes to the Imperial treasury till the share- 
holders get eight per cent., after that the shareholders get 
one-fourth and the treasury three-fourths. 

Should the profit be less than 4% per cent. it is brought 
up to this figure out of the reserve fund. 

With regard to the issue of the notes the law establish- 
ing the Imperial Bank made the following regulations for the 
German empire: 

In 1875 there existed in Germany, besides the Bank of 
Prussia, thirty-two other banks issuing notes under widely 
different charters. The law of 1875 forbade the circulation 
of these notes outsidesthe State which had granted the char- 
ter, unless these banks submitted to certain rules, the most 
important of which were, (1) always to keep one-third of the 
notes covered by gold, and two-thirds by three-months’ bills, 
and (2) to pay the notes at Berlin or Frankfort. Eighteen 
banks (exclusive of the Reichsbank) submitted to these 
rules and consequently their notes are allowed to circulate 
throughout the whole of the Empire. The other banks 
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either gave up their circulations in favor of the Reichsbank 
or continue a local issue. 

The notes of the German banks are not legal tender, and 
the lowest denomination is 100 reichsmarks. The issuing 
banks are not allowed to accept bills on commission or to 
speculate in stocks. They must publish their status four 
times a month, and a balance-sheet once a year. 

We have stated above that the Bank of Prussia could issue 
notes to any amount, after having had at first a maximum 
fixed for its circulation. The new German law has adopted. 
neither of these two systems, but has instead introduced a 
new principle, the “elastic principle,” as it has been called, 
which fixes for each bank a limit for its note issues without 
legal cover, and which it can only exceed by paying a tax 
of five per cent. on the excess to the government; a system 
the merits of which can only be thoroughly tested under cir- 
cumstances of financial difficulty. The banks which issue 
notes circulating throughout Germany, together with the 
amounts they may issue free of tax without cover in legal 
money, are as follows: 

Reichsmarks. 
272,720,000 
1,283,000 
1,251,000 
Magdeburger Privatbank 1,173,000 
Danziger Privat Actienbank 1,272,000 
Provincial Actienbank des Grossherzogth, Pozen 1,206,000 
Hannoverische Bank 6,000,000 
Frankfurter Bank 10,000,000 
MUMBRSIOCINO TIGGGD TRB cscccsiccscncesscsccccccnesscassenssace 32,000, 000 
Sachsische Bank zu Dresden 
Leipziger Kassenverein 
Chemnitzer Stadtbank 
Wurtembergische Notenbank 


Badische Bank 
10,000,000 


Commerzbank in Lubec 959,000 
OO TR, onscaiccasssnans Be 4, 500,000 
Bostocker Bank. 1,155,000 


Reichsmarks 382,171,000 


In case any bank discontinues the issue of notes, the 
Imperial Bank is allowed to add to its fiduciary issue the 
amount of notes which the retiring banks used to issue with- 
out cover. The German Imperial Bank has the head office 
at Berlin, and has the following branches: Aachen, Altona, 
Aschersleben, Augsburg, Barmen, Belgard, Bernburg, Biele- 
feld, Bochum, Brandenburg-a-h, Braunschweig, Bremen, Bres- 
lau, Brieg, Bromberg, Carlsruhe, Cassel, Chemnitz, Coblenz, 
Colberg, Coln, Coslin, Constanz, Cottbus, Crefeld, Creuznach, 
Crimmitschau, Danzig, Darmstadt, Dillenburgh, Dortmund, 
Dresden, Duren, Dusseldorf, Duisburg, Elberfeld, Elbing, 
Emden, Erfurt, Essen, Eupen, Finsterwalde, Flensburg, 
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Forst, Frankfort-o-o, Freiburg-i-br, Furth, Gera, M. Glad- 
bach, Gleiwitz, Glogau, Gnesen, Gorlitz, Graudenz, Greifs- 
wald, Greiz, Grunberg, Guben, Gumbinnen, Hagen, Hal- 
berstadt, Halle-a-s, Hamburg, Hanau, Hanover (Linden), 
Harburg, Heidelberg, Hellbronn, Hildesheim, Hirschberg-i-schl, 
Insterburg, Iserlohn, Kaiserslautern, Kempton, Kiel, Konigs- 
berg-i-pr, Krotoschin, Lahr, Landsberg-a-w, Landeshut-i-schl, 
Lauenburg, Leipzig, Lennep, Liegnitz, Limburg-a-l, Lissa, 
Lubeck, Ludwigshafen, Ludenscheid, Magdeburg, Mainz 
Mannheim, Marienwerder, Memelmeerane, Metz, Minden 
Muhlhausen-i-th, Mijhlhausen-i-els, Muhlheim-o-r, Munchen, 
Munster, Naumburg, Neisse, Neuss, Neustadt-a-h, Nord- 
hausen, Nurnberg, Offenbach, Osnabruck, Ostrowo, Pforz- 
heim, Plauen-i-Voigtl, Pleschen, Posen, Prenzlan, Quedlin- 
burg, Ratibor, Rawitsch, Reichenbach-i-Schl, Remscheid, 
Reutlingen, Rostock, Saarbrucken, Sagan, Schneidemuhl, 
Schwedt-aio, Schwelm, Schwiebus, Siegen, Solingen, Sommer- 
feld, Sorau, Speier, Spremberg, Stargard-i-p, Stettin, Stolp, 
Stralsund, Strassburg-i-el, Stuttgart, Suhl, Swinemmunde, 
Thorn, Tilsit, Ulm (Neu-Ulm), Wetzlar, Wiesbaden, Witten-o- 
Ruhr, Worms, Zeitz, Zittau. 

Bills of exchange to be discountable by the bank must not 
be longer than three months. The discount deducted is at 
least for four days on bills on the same place, and for ten 
days on other bills. The minimum discount on each bill is 
reichsmarks 0.60. The bank collects money for one-sixth 
per cent., coupons for one-fourth per cent. commission, and 
pays money at any place where it has branches against 
receipt of the amount at another place, charging a commis- 
sion of one-third per mille for the first 3,000 reichsmarks, and 
one-sixth per mille for the sum beyond 3,000 reichsmarks. If 
such payments are made by way of delegations, these latter 
are subject to the German bill stamp of one-twentieth per 
cent. per thousand. The head office of the bank and the 
branches at Altona, Dresden, Hanover, and Frankfort, buy, of 
well-known persons or firms, gold in bars or coins, on the 
following conditions: 1. The bars must weigh at least five 
pounds, and possess a fineness of at least goo. 2. The buy- 
ing price is 1,392 reichsmarks per pound, payable after com- 
pletion of the assay; charge for assaying, three reichsmarks 
per bar. 3. Sovereigns, imperials, are bought at 1,275:072 
teichsmarks; American eagles at 1,252:104 reichsmarks ; and 
napoleons at 1,251:408 reichmarks per pound. The branches 
at Bremen, Cologne, and Strassburg, are likewise buying 
sovereigns, imperials, eagles, and napoleons, at the above 
prices. Gold coming from abroad may be sent to any 
branch, and the amount will be paid by any other branch 
without charges. 
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BRITISH COMMERCE. 
BY GEO. M. WESTON. 


In the custom-house tables of the United Kingdom of 
Great Britain and Ireland, exports are valued as in our own 
at the place of export, but the imports are not valued at 
the invoice cost at the place of purchase, but at the actual 
price at the place of import, and therefore include the added 
element of freight. 

Premising that the population of the United Kingdom 
increased from 28,974,362 in 1861 to 33,089,237 in 1876, a 
little more than fourteen per cent., the following table 
exhibits its foreign commerce (not including specie and bul- 
lion) for the sixteen years ending with 1876 and for the first 
half of 1877, stated in pounds sterling: 


— Exports of Merchandise. 


ears. Imports. British and Irish. Foreign & Colonial 


1877—first six months. 


£ 217,485,024 
225,716,976 
248,919,020 
274,952,172 
271,072,285 
295,290,274 
275,183,137 
294,693,608 
295,460, 214 
39332573493 
331,015,480 
354,693,624 
371,287,372 
370,082, 701 
37329395577 
375» 154,793 
195,448, 403 


£ 125, 102,814 
123,992, 264 
146,602, 342 
160,449,053 
165,835,725 
188,917,536 
180,961,923 
179,677,812 
189,953,957 
199, 586, 322 
223,066, 162 
256,257,347 
255,164,603 
239, 558,121 
223,465,963 
200, 639, 204 


& 34,529,684 
42,175,870 
50, 300,087 
52,170, 561 
52,995,851 
49,988, 146 
44, 840, 606 
48, 100,642 
47,061,095 
44,493,755 
60, 508, 538 
58, 331,487 
55,340, 162 
58,092, 343 
58,146, 360 
56, 137.398 
20,834,053 


During the ‘period covered by the foregoing table the 
average annual excess of imports of specie and _ bullion 
over exports was £4,314,546 of gold and £ 1,064,856 of 
silver, being apparently the average annual amounts required 
to keep up the coinages’ and to supply consumption in the 
arts. Of course, this excess of metallic imports increases by 
so much the balance of trade against Great Britain. 

The table shows— 

First, a notable swelling of the imports and also of the 
exports of British and Irish merchandise during the years 
187 1-2-3. 

Second, a rapid falling off since 1873 of the exports of 
British and Irish merchandise, while imports have been fully 
kept up, with indications that for the current year they wiil 
be larger than ever before. 
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Third, an increase of the balance of trade against Great 
Britain (taking into this account the exports of foreign and 
colonial merchandise, but not the specie movement), from an 
annual average of £ 49,276,059 in 1871-2-3 to an annual 
average of £ 95,045,864 in 1874-5-6. This balance was for 
the first six months of this year ¥£ 79,380,220, or at the rate 
per annum of £ 158,760,440. The balance for 1876 was 
£ 118,378,101. 

The first six months of 1877, compared with the same 
months of 1876, show a gain in imports of £ 10,338,207, and 
a decreased export of British and Irish merchandise of 
4 31975929. 

For the seventh month (July) of this year, compared with 
the same month of last year, the excess of imports over 
exports of British and Irish merchandise, has increased from 
£ 15,793,000 to £ 18,564,000. 

The real balances against England are, of course, not so 
large as these figures indicate, being reduced by the profits 
of its foreign commerce, the freight earnings of its unrivaled 
merchant marine, and the brokerages, described by English 
writers as “‘vast,’”’ which the merchants and bankers of Lon- 
don levy upon that considerable part of the world’s com- 
merce and financing in which they occupy the safe and 
lucrative position of commission agents. These reductions, 
however, whatever they may amount to, affected the balances 
against Great Britain in all the years given in the table, 
and therefore need not be considered in discussing the 
increase of those balances since 1872-3. And with all reduc- 
tions the real balances since 1872-3 must be large, since it 
is only by an excess of merchandise imports over exports 
that England, having now substantially ceased to make more 
loans abroad, can collect and realize the interest on the 
enormous debts due to it from foreigners and the income 
on the investments it has in various enterprises abroad. 

Upon a general view of the case, it is apparent that the 
increase of British exports, both absolutely and relatively to 
imports, in 1872-3, resulted from the loans then being so 
profusely made by England to foreigners, and which, although 
in form loans of money, resulted in substance in merchandise 
transactions, as all international borrowings, lendings and 
payments necessarily do. And it is also apparent, that the 
decrease of British exports, and the increase of the balances 
of trade against Great Britain, since 1873, result from the 
fact, that Englishmen find now very few opportunities for 
foreign investment which attract them, smarting as they are 
under heavy losses in respect to such investments already 
made. 

That national and corporate borrowings have strikingly 
decreased since 1873, and have now almost reached the 
vanishing point, is very well known. Still, a few figures in 
detail may give a more exact idea of the fact. 
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The Moniteur des Interéts Matériels of Brussels, reputed to 
be a high authority in such matters, publishes tables from 
time to time of the new national and municipal loans, and 
of the new bonds and shares of corporations of America and 
Europe (including Egypt), offered in the European markets, 
and of which the money-lending portions of Europe, and 
notably England, are the purchasers. The J/oniteur does not 
include in its tables the loans of either India or the Aus- 
tralian Colonies. These, and especially the latter, have been 
considerable since 1870, but attract no attention on the Con- 
tinent of Europe, as the manipulation and profits of them 
are the peculiar monopoly of English bankers. 

The Moniteur distinguishes companies as /ndustrial, such as 
railway and mining companies, and as Financial, those 
which deal in securities on capital partly their own, but 
more largely borrowed. The world is principally indebted 
to the financial ingenuity of Paris for this last class of com- 
panies, but they have made progress elsewhere. 

According to the figures of the Jontteur, reduced from 
francs to pounds sterling of twenty-five francs to the pound, 
these various borrowings (which include company shares 
issued,) were as follows: 


MILLIONS OF POUNDS STERLING. 


Loans. 1871. 1872. 1873. 1874. 
National and municipal . a9 - 173% . 63% 
Financial companies ) 78%. 70 . 

208% - 193 + 93 


Industrial companies } 
505% . 4363 . 168% 


The total for 1870 was 228% millions sterling. About 
one-third of the extraordinary figure for 1871 is attributable 
to the French loans negotiated to pay the German war 
indemnity. Eliminating that abnormal element, the maxi- 
mum of borrowings was reached in 1872. The fall off from 
1872 and 1873 is great and abrupt. 

The figures for 1876 do not vary much from those of 1875. 
For the first six months of 1877 the Joniteur’s figures are 
as follows: 

Loans, Millions sterling. 
National and municipal 


Financial companies 
Industrial companies 


Of these national loans, twenty-seven millions were Russian 
war loans. The City of Marseilles took four millions, partly 
to refund an old debt on better terms. 

Of the loans strictly national, negotiated in 1875, more 
than one-half was Russian, according to the following figures 
of the circular (1876) of Spackman & Sons of London: 
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Amount. Price paid. 
Brazilian 5 per cent +» 96% per cent. 
Russian 4% * coe 92 = 
Swedish 4% ‘* ww. 983% * 


In 1876 Russia did not appear as a borrower, and the 
strictly national loans brought out in that year, were, accord- 
ing to Spackman & Sons: 

Norwegian 
SS WOIMEE cccssssaccces esbbvyadeieadbhnasaneduniatactateonscpadsh 

It was during 1875 that the London negotiators of loans, 
instituted a committee of inquisition into the actual merits 
of all foreign national loans, this inquisition having been 
wisely postponed until investors had all the loans piled upon 
them which they could possibly carry. The mischief having 
been all done, and most thoroughly done, this committee, 
after a three months session, made a report, full of pru- 
dential maxims and virtuous sentiments, to prevent any more 
being done. The result was a universal determination in 
London to take only “gilt-edged’’ stocks, such as Russian 
stock was then deemed to be. In fact, since the French loans 
to meet the German war fine, Russia has been the only 
great country borrowing money. The appearances now are 
that Russia will continue to borrow so long as lenders can 
be found, and when takers of Russian stocks disappear the 
last important chapter in the history of national borrowings 
will have been written. 

Great Britain, as the chief capitalist country of the world, 
took the lead in the loaning operations of 1871-2-3. The 
effects upon its commerce of those operations, and of its 
inability to continue them in the subsequent years, have been 
seen. The reverse side of the picture is shown in the com- 
merce of the United States, which has been the chief bor- 
rowing country of the world. The effects which followed 
the borrowing operations of this country, when they were 
at their height, in contrast with those which followed the 
subsequent collapse of the borrowing capacity of the country, 
appear in the following statement of the total imports and 
exports in the United States, in the fiscal years (ending 
June 30,) named below : 

Years. Total Imports. Total Exports. 


1870-1 $ 541,493,708 $ 541,262, 166 
1871-2 640, 338, 766 524,053,120 
1872-3 663,617,147 607,088, 496 
1873-4 595,861,248 652,913,445 
1874-5 553906, 153 605,574,853 
1875-6 476,677,871 596,890,973 
1876-7 492,081,963 658,637,723 


In this statement, domestic exports are valued at specie 
prices, and for the last four years at gold prices, and coin 
and bullion are included in the figures of both the imports 
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and the exports. An excess of exports over imports is the 
normal condition of our commerce, to meet the interest of 
our foreign debts, and provide the large sums spent by 
Americans in Europe; but in the two years ending June 30, 
1873, this normal condition was reversed by the prodigious 
stimulus given to imports by borrowing abroad. It has been 
since restored, and in addition, some progress has been made 
in the good work of purchasing back bonds heretofore sold 
to the foreigner. It is the opinion of well-advised persons, 
that the purchasing back, and paying off, of National bonds 
held abroad, have amounted within the year past, to one 
hundred million dollars. 

It is the export trade of Great Britain which upholds the 
great mining and manufacturing industries, without which its 
present population cannot be maintained, and the permanent 
decline of which involves financial, social and political con- 
sequences impossible to be foreseen. The sacrifices, in the 
form of reducing prices, which the English have made since 
1873, and are still making, to keep up these exports, have 
been great. 

Of railroad iron and steel Great Britain sold abroad, in 
1872, 945,420 tons for £ 10,225,492; in 1873, 785,014 tons for 
A 10,418,852; in 1875, 545,981 tons for £ 5,453,836; and in 
the first six months of 1877, 228,480 tons, for £4 1,833,186. 

Of pig and puddled iron Great Britain sold, in 1872, 
1,331,142 tons for £ 6,712,579; in 1873, 1,142,965 tons for 
A 7,118,037; in 1875, 947,827 tons for £ 3,449,916 ; and in the 
first six months of 1877, 415,119 tons for £ 1,216,352. 

Of iron and steel of all descriptions, and of all manufac- 
tures of both, Great Britain sold abroad, in 1872, 3,382,762 
tons for £ 35,996,167; in 1873, 2,957,813 tons for 4 37,731,239: 
in 1875, 2,457,306 tons for £ 25,747,271; and in the first six 
months in 1877, 1,118,183 tons for £ 9,792,326. 

British exportations of coals have been: 

Tons. Valuc 


13,198,494 & 10,442, 321 
12,617, 566 13,188, 511 
13,927,205 11,984,621 
14,544,916 9,658,085 
16,265,837 8,901,716 
1877—first six months. 71344, 883 3» 773,920 


The maximum of prices in iron and coals was reached in 


1873. Comparing that year with the first six months of 1877 


prices per ton were as follows : 
1873. 1877. 
Iron and steel rails $64,51 ... $41,23 
Pig and puddled iran 90,27  «e 14,19 
Total iron and steel, raw and manufactured.... GE,84 42, 34 


5:05 nee 2,57 


The fall in the price of rails was diminished by the largely 
increasing proportion of steel rails. 
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Great Britain has largely reduced the price of its cotton 
and woolen goods, but has been partially indemnified for 
that by purchasing the raw materials for those goods more 
cheaply. In the cases of iron, steel and coals the immense 
losses in price are without any such mitigation. 

The aggregate money value of British imports, as the 
figures show, has been fully kept up, and even rather 
increased. The reductions in the prices of imports have 
been principally in a few raw materials for manufactures, 
notably cotton, the benefit of which to Great Britain is 
limited to the proportion in which it consumes its own man- 
ufactures. There has also been some reduction in_ the 
average prices of East India produce imported into Great 
Britain, this reduction having arisen from the appreciation, 
within the past four or five years, of silver, relatively to nearly 
all commodities except gold. In food of all kinds, of which 
Great Britain is a great purchaser and consumer, there has 
been no well-defined reduction in price since 1872-3; and 
taking all its imports together, the reductions in price have 
been small, and whatever they may have been, have been 
fully made up by enlargements in quantities. 

The London Lconomist ( April 14, 1877,) says: 

‘We, as a country, are ‘calling in’ our capital from abroad, and not 
lending it out again, This is the simple reason of the preponderance of 
imports over exports.” 

This language is loose, and in one particular distinctly 
inaccurate. It is not true that England is calling in its cap- 
ital from abroad. ‘ Wot lending it out again,” instead of being a 
voluntary policy, as the context implies, arises wholly from 
the fact that England, although on the watchful lookout for 
borrowers deemed to be good, finds next to none of them. 
“Calling in” English capital from abroad is a fact which 
exists nowhere except in the imaginations of the writers of 
the Economist. Money has been a drug in London for a long 
time, and nobody is more welcome there than a safe cus- 
tomer for it. India is loaded with debt already, but the Lon- 
don bankers have not yet quite used up the borrowing capac- 
ity of the British colonies, which is large and increasing, but 
they are crowding it with desperate eagerness. While British 
exports, as a whole, have decreased ¥ 3,975,929 during the 
first six months of this year as compared with the same 
months of last year, British exports to the British colonies 
have increased £ 1,900,000. This increase is mainly attribut- 
able to the heavy loans which they are cajoled into making 
in England. 

The situation briefly is, that the British industrial popula- 
tion and appliances were expanded to a point equal to the 
amount of exportation which was possible when foreign 
nations were borrowing in England, on the scale of 1872-3. 
Borrowing having collapsed, the British struggle to keep up 
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the aggregate money value of exports, by lowering prices 
and increasing quantities, is essentially a hopeless one. It 
will fail at last, even if the struggle is pushed to the 
extremity, apparently nearly reached already, when British 
capital employed in producing articles for export shall cease 
to yield any return whatever, and until the labor employed 
is starved down to the alternative of emigration or agrarian 
revolution. 

The London Zimes (weekly, August 10, 1877,) says of the 
trade of the previous month— 


‘*Food grains, and especially wheat, though imported in less quantity than in 
July, 1876, was a good deal dearer. There is also a considerable increase in 
the imports of copper, flax, hemp, hides, silk, wood, and wool, and, as a rule, 
at enhanced prices. 

‘*The decrease of the export values is still almost as much as ever a 
decrease in prices. It is to be feared that a good deal of our export business 
is at present by no means in a healthy state. This conclusion is made more 
certain when we look at the course of values among articles of import, which 
are in some important cases rising. There is obviously pressure somewhere, 
and it would be interesting to know who has to bear the loss. Is it the 
operatives, compelled to accept lower wages, or is it colliery-owners or the 
capitalists who are keeping unprofitable industries going, or, finally, have banks 
and credit houses to do with it?” 


The paying capacity of nations at any given time is a fixed 
quantity, which is limited to the amount of their exports, 
and by so much as they apply this capacity to their debts, 
principal, or interest, by so much must they reduce their 
purchases of merchandise. It is only stating the same thing 


in another way, to say that to whatever extent England, now 
that it has substantially lost the power of lending abroad, 
collects the interest on its existing foreign debts, or is forced 
to receive the principal of them, to this extent must there be 
an excess of its imports over its exports. To this complexion 
must it come at last, and this excess is reducible in no other 
way than by the bankruptcy of its debtors, national, municipal 
and corporate. Although that process of improving the bal- 
ances of British trade, at the expense of engulfing British 
capital, will not be contemplated with equanimity by British 
minds, it is nevertheless going on as a matter of fact, on a 
scale which is great, and not diminishing, or likely to 
diminish very soon. But another fact may happen, having 
very different consequences, and that is, that the solvent 
debtors of England, may come to the conclusion to pay off the 
principal of what they owe. In that case, while England 
would recover its capital employed abroad, this recovery could 
be in no other form than augmented imports, while the prices 
and aggregate money value of its exports would undergo 
another and still more disastrous depression. 

Since 1872-3, while the fall in prices in British commerce 
has been greatest in the exports, and least in the imports, 
the reverse has been true in the commerce of the United 
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States where it has been greatest in the imports, and least in 
the exports. The transition in England has been from a 
period of lending to a period of receiving payments of 
interest, and to some extent possibly, payments of the 
principal of the debts due to it. The transition in the 
United States has been from borrowing to paying. The 
limits of this article preclude an examination of the causes 
of this diverse operation upon prices, of the two different 
conditions of borrowing and paying, but the fact is estab- 
lished by the uniform experience of nations in such transac- 


tions. 


RENT AND PROFIT. 
BY GEORGE R. GIBSON. 


It is the purpose of this paper to discuss the modern doc- 
trine of Rent, which John Stuart Mill pronounced ‘‘the most 
important proposition in political economy,” and to deduce 
therefrom the corollary that landed property and securities 
are, of all investments, the most permanently profitable. 

The foundation of the rights of property is in the title 
which a producer has to what he has himself produced, and 
the value of his production is determined by the labor 
bestowed upon it, or more properly, the cost of its reproduc- 
tion. Economists do not agree as to the exact definition of 
the word “value,” but the writer is inclined to regard it in 
the dual sense of intrinsic value corresponding to utility, and 
exchangeable value corresponding to price. Natural agents 
such as water, land, air, and light, are gratuities to man, 
and as long as they are accessible, and can be freely appro- 
priated, in the economic sense, they possess no value. But 
the necessity of supplying urban populations with water at 
an expenditure of capital and labor, has endowed it, however, 
under such circumstances, with value. Since land has not 
been produced by labor, it was for some time regarded as an 
anomalous case of value and property. It was observed that 
raw land upon which neither labor nor capital had been 
expended, would command a rental; that after the renter’s 
toil as a laborer, and abstinence as a capitalist, in improvins- 
it had been rewarded, a surplus was left which went to the 
owner. Quesnay, founder of the school called “ Economists, ” 
concluded that nature codperated with man in agriculture, 
but not in manufactures, and even Adam Smith caught but 
a faint glimpse of the cause of rent. 

One hundred years ago, William Anderson, in a tract upon 
the Corn Laws, propounded the first intelligent solution of 
the problem. His explanation attracted but little attention, 


18 


oR eee PS 





THE BANKER’S MAGAZINE. [ October 


and it was not until forty years afterwards, that it was 
expanded and elaborated into one of the most generally 
accepted principles of economic science. 

David Ricardo, the distinguished economist and London 
stock-broker, revived and galvanized into life the now famous 
doctrine of rent, which bears his name. De Quincy 
remarked, in substance, that upon the discovery of this prin- 
ciple, the science of political economy went, as it were, 
through an Insolvency Court, coming out with but little of 
its former capital. Private property in land arose from man’s 
cupidity, the political power concomitant with its possession, 
and indeed the attainment of its more complete cultivation. 

Land naturally varies in desirability, and its value is gov- 
erned by contiguity to a market, and natural fertility. The 
former exercises a more potent influence than the latter, and 
it is a matter of common observation, that sterile land in 
close proximity to the centres of population, is often more 
valuable than richer tracts at a distance. The best lands are 
those which, considering cost of production and _ transporta- 
tion to the market, yield the largest return for a given out- 
lay, and the worst lands are the reverse. Crediting man 
with ordinary sagacity, it is plain that in this sense the best 
lands will be first cultivated. But the best lands are limited 
in area, and in order to meet an increased demand for bread- 
stuffs, which the growth of population and wealth excites, 
recourse must be had to inferior lands. 

The first proposition then, is, that the price of agricultural 
produce ts determined by the cost of producing it upon the werst 
lands in cultivation. 

In order to induce the cultivation of land of the second 
degree, which cannot produce so cheaply as that of the first 
degree, the price of agricultural produce must advance 
enough to remunerate the farmer for this, the least produc- 
tive portion of his outlay. Since there can be but one price 
in the same market, the owner of the land which produces, 
under the most favorable conditions, will reap the additional 
reward of an advanced price. This leads to the second prop- 
osition, that rent arises from the limitation of land, and the law 
of its diminishing productiveness. 

If the supply of well-located, fertile land was inexhaustible, 
and if, in response to an increased demand for its products, 
the application of more labor and capital would proportion- 
ately increase its yield, land would not possess value any 
more than air or light, and consequently, would not produce 
rent. To illustrate: Suppose lands of the first quality, the 
product of which is represented by 100, produce no rent 
because competition among its cultivators keeps the price 
down to a point affording only an ordinary profit upon the 
labor and capital employed. The demand then increases, and 
in order to meet it, land of the second degree is brought 
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under cultivation, on which the same outlay will yield a 
return represented by go. At this period, land of the 
first degree, on account of its superior productiveness, will 
command a premium represented by ten, which goes as sur- 
plus profit or rent to the owner, and as recourse is had to 
still poorer soils, the rent proportionately increases on all 
better lands. 

Rent is an effect, not a cause, for rent is paid because pro- 
duce is high, and produce is not high because rent is paid. 
As population presses upon the means of subsistence, it is 
thus seen that price, and consequently rent, tend to increase ; 
but this tendency is counteracted to some extent by any 
inventions or appliances, which cheapen or increase the pro- 
ducts of the soil. 

Railroads and mechanical improvements, such as steam and 
riding plows, threshers, reapers, and mowers, economise the 
labor of planting, harvesting, and marketing farm products, 
though not increasing their production. An absolute increase 
however, is promoted by improved systems of drainage, and 
rotation of crops, the application of chemistry to agriculture, 
and use of natural and artificial fertilizers. 

The colonization of America and Australia have acted as 
safety valves to Europe, and have arrested the tendency to 
increase in the price of bread and the extension of pauper- 
ism; but the incentive to emigration which has solved many 
of the ugliest social problems in the old world, is constantly 
diminishing. Already we are consuming within our borders 
ninety-three per cent. of our entire grain product, as esti- 
mated by the Bureau of Statistics. Already our most fertile 
lands, even in new States, such as Texas, California, and 
Nebraska, are occupied. Already our country is so denuded 
of timber that grave apprehensions are felt for the early 
future. The United Kingdom, whose population, according 
to the London Zconomist, is growing more rapidly than usual, 
which has lost by famine in its Indian Empire a half million 
subjects this summer, is gradually increasing its draft on the 
rest of the world for breadstuffs, and during the past year 
its imports of food articles were swollen to nearly four hun- 
dred million dollars. Stephen Bourne, of the British Custom 
Service, states that each member of the community now con- 
sumes on an average two and one-half times as much foreign 
food as he did twenty years ago, which is a striking confir- 
mation of the general tendency for population to outgrow 
the local means of subsistence. Though Malthus may not 
be endorsed 7x /oto, there is evidently in operation a principle 
similar to that enunciated by him, viz: that population tends 
to increase in a geometrical ratio, whilst the means of sub- 
sistence only increase in an arithmetical ratio. 

There is consolation in the third proposition, that the price 
of manufactured commodities, unlike agricultural, ts determined by 
the cost of production under the most favorable circumstances. 





276 THE BANKER’S MAGAZINE, [ October, 


The free competition of capital, industry, and invention, in 
manufactures, results in increasing skill, cheapness, and swift- 
ness of production. Since labor is the essence of value, any 
invention which substitutes rapid and perfect mechanical pro- 
cesses for the slow and clumsy hands of man, will diminish 
the labor, and consequently the exchangeable value or price, 
of its products. 

When once an invention is gained to the world, and its 
patent expired, it will drive out by competition all inferior 
machinery, and after time is allowed for the supply to adjust 
itself to the demand, the price will settle at an ordinary 
profit upon its use. When the means had been discovered of 
producing three bed-screws with the same labor formerly be- 
stowed upon one, the price was permanently reduced to one- 
third. Take for further example, the pegging machine which 
puts in three rows of pegs in two pairs of shoes in one 
minute, and the sewing machine which sews soles on eight 
hundred pairs of shoes in ten hours. No inferior machines 
can stand against these improvements. Antiquated and 
abandoned machines lie like so many skeletons along the 
path of industrial progress. 

Unlike land, machinery is susceptible of indefinite repro- 
duction and multiplication. To illustrate: John Plummer, 
who is quoted as high authority by the London Zconomist, 
estimates the number of sewing machines in use at four 
millions, and an idea can be obtained of the ratio of increase 
and improvement in the United States, by the fact that the 
annual saving by their use which in 1862 was 150 million 
dollars, was estimated in 1875 at 500 millions. According to 
tables in the Financial Chronicle, the growth of spindles in 
American cotton mills between 1870-1874 was thirty-three 
per cent. 

The fourth proposition is that manufactures, unlike agricul- 
ture, produce a return at least proportionate to increased outlay and 
sometimes in excess. To establish this proposition it is only 
necessary to revert to the fact that the minute subdivision 
of labor which increased outlay superinduces, is productive 
of a greater proportionate return to each individual laborer. 

The distinction between manufactures and agriculture is 
succinctly presented by Malthus, who likens the earth to a 
gift to man of a number of machines of different powers. 
The most fertile lands, like the best machines, yield the 
greatest product with the least labor, but unlike the 
machines, cannot be multiplied, and are therefore inade- 
quate to supply an increased demand. The price of raw 
produce rises, therefore, until it becomes sufficiently high to 
pay the cost of raising it with inferior machines and by a 
more expensive process. 

What has been said of machines was upon the hypothesis 
that the patents, if any, had expired. A superior machine, 
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with a patent in force, is a monopoly as superior land is a 
monopoly, with the difference that the former may be repro- 
duced and can procure orders by working at a price just 
inside that fixed by inferior machines, but with the disad- 
vantage that the days of its monopoly are numbered. Tem- 
porarily, therefore, a patented machine is a greater monopoly 
than land, but permanently land is much the greater, as its 
monopoly constantly grows. Moreover, the machine of to-day 
may be superseded by an improvement to-morrow, and not 
only the value of the machines diminished or destroyed, but 
the value of the accumulated stock of their finished product 
is likewise reduced. The tendency of manufactured articles 
to fall in price is counteracted in a measure by the advance 
of raw products, but as their chief value often lies more in 
the labor than the material, this advance does not propor- 
tionately affect manufactures. 

This comparison can be carried into commerce, and the 
_law will there be found the same in spirit as in manufac- 
tures, viz: that capital diminishes in value, and rates of 
interest tend to decline as society progresses, whilst in agri- 
culture the tendency as above shown is to an increase of the 
profits of landowners. Manifestly it cannot be regarded an 
unsupported assumption if as a fifth proposition, it be 
affirmed that /anded property and securities are of all forms of 
investment the most permanently profitable. The whole argument 
may be summed up as follows: The purchasing power of a 
bushel of wheat is constantly advancing, and whoever pos- 
sesses the power of producing wheat, commands a constantly 
increasing profit. The writer by no means asserts that the 
current profit on land at current valuation is in excess of 
that derived from other species of property. It certainly is 
not, or more capital would be attracted to it, and the valua- 
tion would rise until the equilibrium of profits was restored; 
but taking land for a period of years, as the pressure of 
population renders necessary recourse to inferior land, the 
superior land makes an accession of value which is a tangi- 
ble quantity. ‘Good will” is sometimes established in com- 
merce and manufactures, but outside of legal monopolies the 
general law is that merely a transient profit is afforded, and 
that it is in constant jeopardy. It is exceptional when they 
possess any inherent power to accumulate an increment or 
rent aside from the direct expenditure of capital and labor. 
The Land Tenure Reform Association of England was 
founded by John Stuart Mill for the purpose of remedying 
some of the defects in the law of real property. Among 
its designs are the removal of all legal impediments to the 
free alienation of land and the abolition of the law of primo- 
geniture. But one of its most striking and novel propo- 
sitions is thus expressed by the Association: “To claim for 
the benefit of the State the interception by taxation of the 
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future unearned increase of the rent of land (so far as the 
same can be ascertained), or a great part of that increase 
which is continually taking place without any effort or outlay 
by the proprietors, merely through the growth of population 
and wealth, reserving to the owners the option of relinquish- 
ing it to the State at the value which it may have acquired 
at the time when this principle may be adopted.” The plan 
advocated may be Utopian, and wholly unpracticable, but it 
is a substantial recognition of the practical effects of the 
law of rent, and fortifies the position assumed in the fifth 
proposition. The existence of this law in the United States 
can be exemplified, though, on account of our extensive 
agricultural resources, its observation is much obscured. 

In California at an early day, and that not long ago, only 
the richest valley lands were cultivated. Those who tilled 
them, at the then valuation, it may be assumed did not 
make more than an ordinary profit upon their outlay. But 
the increasing demand in England for American wheats 
(nearly three-fourths of our wheat exports are now being 
supplied by the Pacific coast), has enabled “desert” or dry 
lands, irrigated at considerable expense, and reclaimed tul¢ 
lands,* to be cultivated with profit. It is obvious that the 
conditions which cause this widened circuit of culture must 
conduce to an added value to these best lands, independent 
of any labor or action upon the part of the proprietors. It 
is a matter within the knowledge of the writer, that in 
Illinois, Iowa, and indeed all of the Western States of recent 
settlement, many of the largest fortunes accumulated, and 
which swell the property valuations of those States, result 
merely from an accretion to the value of the lands through 
the growth of population and wealth. 

The destruction of capital during the past two decades is 
unparalleled, and timid and conservative capitalists are per- 
plexed at the uncertainty of investments. This paper is 
intended to awaken in their minds the opinion that land 
securities are unexceptionable when properly placed. There 
is comparatively a trifling amount of capital in this country 
organized to facilitate such investments, but in Europe the 
Crédit Foncier of France and the Land Credit Companies of 
Germany provide a safe medium for the direction of capital 
into this channel. 

Land debentures combine in a high degree the requisite 
elements of safety and profit, and the bonds of first-class 
American companies would be received with favor abroad, 
as are those of the several companies already established in 
Boston and New York, whose loans have been chiefly upon 
city property. 

SAN FRANCISCO, Sept., 1877. 


* “Tulé land”’ is land generally overflowed and covered with a large species of bulrush, 
from which it takes its name. 
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THE USE OF SILVER AS MONEY. 
BY GEORGE A, BUTLER, 


The silver question is one of the great questions of the 
day. It is worthy the careful consideration of all thought- 
ful men, for on the correct settlement of it depends much 
of the prosperity and happiness of the inhabitants of the 
civilized world. All discussion of it should be in a quiet, 
just temper. We should not attempt to sustain any pet 
theories, or resist any argument or fact simply because it 
may tend towards the overthrow of some existing prejudice. 
We should weigh carefully every argument so as to arrive 
at the truth, that we may be able to determine what 
ought to be done under the existing condition of the mone- 
tary affairs of the world. It will not do to sneer at those 
who disagree with us, nor to misrepresent their views. It is 
to be regretted that so much that has been written has 
been in a partisan spirit, and the question made one of 
politics rather than of science. It is the more to be regretted 
because all honest men desire the victory of the right, and 
no good cause receives any permanent help from misrepre- 
sentation or from the blind following of prejudice. 

Is silver fit for monetary purposes, and is it possible to 
discard it and to use gold only for the monetary standard 
of the world? We find that as a matter of history it has 
been found entirely suitable for use as money; and that it 
performed its duty as money acceptably and well. In no 
emergency has it been unable to perform just the service 
required of it. For ages it has been used by all the world. 
The coins of one country passed freely in another, and had 
a general circulation that gold never possessed. In history, 
silver is repeatedly mentioned in such a way as to show that 
it was the money in general use. It was so useful that men 
have toiled and made great sacrifices to obtain it. If it has 
lost its usefulness, and is no longer able to perform the ser- 
vices which in the past it has rendered, there must be some 
ascertainable cause which disqualifies it for future use. To 
get at this cause, we must inquire: (1) what money is; (2) 
the duties and services required of it; (3) what are its essen- 
tial qualities; and (4) if in its essential qualities, coin is in 
any respect different from paper money. If the principles 
that apply to paper money can be applied to coin; if we find 
that there is one great principle which applies to all kinds of 
money, then we shall have reached a point from whence we 
can go forward in the investigation, assured that we shall 
arrive at some intelligent conclusion. 
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First, what is money? ‘“ Money is the exchangeable equiv- 
alent of all property and services, and has a double function. 
It acts as a medium of exchange, and as a measure of value; 
its qualities as a measure fitting it for use as a medium. 
Any substance or thing, passing from hand to hand, which is 
capable of discharging this double function, (whether quite 
perfectly or not,) and has been set apart for that service, 
with the full consent and active support of those who need 
its assistance, is money. It is one of the elemental forces of 
Political Economy, in its office and purpose unlike any other, 
and standing by itself. Of course it is not a commodity ; 
does not become merchandise till it ceases to be money ; is 
not bought and sold like goods in the market; does not of 
itself satisfy any physical want ; is not designed for consump- 
tion, and when exercising its allotted and peculiar function 
does not, like capital, reproduce itself. It may be the pro- 
duct of labor, but labor is not its essential constituent, while 
its peculiar endowments are derived from another source.”. . 
“ When stripped of everything not a needful part of it, and 
the nucleus only remains, it will be seen that consent—consent 
of those who give and those who take—is its elemental prin- 
cipal, the source of the confidence it inspires, and the 
measure of its usefulness as an economic force. An instru- 
ment thus endowed has marvelous power, and is fitted to 
move the world of wealth and industry. Without consent it 
is impotent and worthless; withdraw it when once given, and 
the ‘best currency in the world’ however fortified, loses its 
peculiar virtues, and ceases to be money. Deprived of its 
support, specie itself could not discharge its customary office. 
It would be merchandise requiring money for its transfer.” 

I have quoted at length this definition of money from an 
able paper by Henry Bronson, M.D., of New Haven—a paper 
which deserves a much wider circulation than its author has 
chosen to give it. Dr. Bronson here brushes away much of 
the confusion which has hung over the “money problem.” 
and puts the essential quality of money where it would seem 
to belong, on consent. It will be seen that with consent any- 
thing can become money; that without it gold and silver 
are only merchandise and cannot perform any of the func- 
tions of money. I lay much stress on consent as the first 
essential of money, and I shall endeavor to show that the 
withdrawal of it by Germany is the sole cause of the recent 
decline in silver. If I can do so then the main argument 
against silver will have been met and overcome. 

We find that money is a device, created to meet human 
wants, an instrument to diminish labor, time and cost in 
the distribution of wealth; an instrument with which its pos- 
sessor feels sure that he can at any time go into the market 
and procure something which he may want, of as much value 
as he gave for it when it came into his possession; and 
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which any one having anything to sell will at all times be 
willing to take in exchange for his merchandise, knowing 
that he can at all times exchange it for any commodity 
which he may desire. The functions of this instrument seem 
to be those of an agent engaged in the general exchange of 
commodities ; a simple yet powerful organism which can set 
one thing over against another and determine what the 
exchangeable proportions of each shall be. It does not seem 
to be of any importance what material it may be made of, 
so long as the instrument is able to perform the services 
required of it. If “anything passing from hand to hand, 
receiving the full consent and active support of those who 
give and those who take,” is money, then government notes, 
bank notes and coin are all money, and the essential quality 
of each is the same; each kind receiving its permission to do 
this work from the same source. They are all the creatures 
of consent, and the withdrawal of it from either of them 
would destroy them as money. 

All kinds of money, deriving as they do their essential 
quality from the same source, are governed by the same 
general law; it follows that we must apply the same rule 
to one that we do to the other. If this be so, then the 
silver and the currency questions go together and are only 
two phases of the money problem. As man emerged from 
barbarism, and his wants increased and industries became 
diversified, it became necessary that there should be some- 
thing which all would recognize and accept as a unit of value. 
A general consent grew up that silver and gold should be 
accepted and set apart for that purpose. This consent raised 
them up out of the ranks of ordinary commodities, and con- 
ferred upon them a dignity which no other thing possessed. 
This setting apart of these metals for this purpose increased 
their usefulness and enlarged their opportunities for service, 
and gave to them a value which they would not have pos- 
sessed if they had not been selected for this service. They 
became in a measure consecrated to a great work. This con- |, 
sent that they should be set apart and raised up out of the 
rank of a commodity, and have a special and peculiar service 
assigned them, gave to them a prominence and value which 
drew to them the eyes of all men. As the people grew in 
intelligence and their wants continued to increase, and 
industries multiplied, the value and importance of these 
metals as an economic force increased until their services 
became indispensable. If consent had been given to but one 
the other would have remained simply a commodity, and 
would have been bought and sold in the market, as are lead 
or iron. If we withdraw consent from one or both, it or they 
will disappear as money, and assume place as merchandise. 

Silver now possesses the same quality for money that it 
ever did, with the exception of the partial withdrawal of 
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consent. It has had for ages the first essential of money,— 
it always had the general consent that it should at all 
times be received in exchange for anything that might be 
in the market, and so long as this consent was in no way 
withdrawn it maintained its value and performed per- 
fectly all the services required of it. If the failure of silver 
for monetary purposes has been brought about by the 
withdrawal of consent—and whatever failure there has been 
undoubtedly is the result of this—it follows that if consent 
be restored, silver will again perform with its former power 
the service which the world may require of it. It is not just 
to withdraw consent and then charge silver with being 
impotent and unfit for the high duties which we demand of 
it, and which it always performed perfectly until we became 
false to it and refused its service. There was no cause 
for complaint or distrust so long as we were true to it. It 
did not fail to do its part until we refused to do ours— 
if it did even then. It is not honest to attempt to disgrace 
an agent and charge failure upon it when we are the sole 
cause of its inability to do those things which we demand of 
it. If the world should pursue the same course with gold 
that it has taken with silver, the result would undoubtedly 
be the same, for gold does not possess, any more than sil- 
ver, the ability to serve us unless we will let it do so. 
While I have dwelt at some length on consent as the 
first essential of money, in doing so I have not been unmind- 
ful of the fact that intrinsic value is desirable, at least for 
the present, as an element of money; that with money, as 
with every other instrument, the best material will make the 
best tool. It seems to me that thus far the trouble has 
been caused by the tendency of the age being too much 
toward the saving of labor. This disposition to accomplish 
everything with as little labor as possible naturally leads to 
the effort to diminish as far as may be all friction in the 
distribution of wealth. Gold, having more value than silver 
for the same bulk and weight, is more easy to carry, and 
transactions with it can be made with less labor than with 
silver. This fact has undoubtedly much to do with the 
present uncalled for alarm. When Germany in her new 
pride wished to reorganize her monetary affairs, and adopt a 
system worthy of a great nation, she chose for her standard 
the metal that had the most value in a small compass, dis- 
carding silver, which had been largely used, and considering 
her own convenience only. She was seemingly unconscious 
that the money problem was not one of convenience merely 
but one of the great questions of political economy. She 
apparently did not comprehend that her action would destroy 
an economic condition of things and must lead to results 
disastrous to herself as weli as to the whole commercial 
world. She cannot claim for herself any great knowledge 
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of monetary science if she could not see that to eliminate 
from the money of the world a large amount, composed of 
silver, would not only cheapen the metal so discarded but 
also add to the value of the metal which must take the 
place of the discarded one, thereby giving to gold an 
increased purchasing power, and decreasing the value of 
silver and of all other commodities as measured by gold. 

Thus far the decline in silver does not seem to be the 
result of increased production, but of the withdrawal of 
consent. Possibly it might be made to appear that the 
decline is only a seeming one, that gold has increased in 
va'ue, and that the apparent decline in silver is a decline 
only as measured by gold. This view seems to be sustained 
by the results of the investigation of the East India Com- 
mission, which compared the prices of staple articles from 
January, 1873, to February last. After a careful examination 
the Indian government concludes that silver has as much 
purchasing power now as it had in 1873, notwithstanding 
that India has imported from London the past year nearly 
three times as much silver as in any of the four years 
preceding. The Lconomist expresses the belief that a com- 
parison with a table of prices in London for the same period 
would show the same result, but is not prepared to say 
that silver has not declined somewhat in value, and con- 
cludes with the opinion that the depreciation of silver has 
been mainly if not altogether a depreciation of its gold 
value. I am inclined to the belief that demonetization has 
produced a decline in silver, but that it reaches only the 
bullion market; that it is a decline in the metal as such, 
not in that part which remains coin; that the metal which 
finds its way to the bullion market must sell for that price 
which it is worth as a commodity, not as a coin which cir- 
culates and performs the functions of money; that all that 
part which circulates as money has not lost in purchasing 
power, for the reason that where it circulates it retains the 
first essential of money—consent; that while the bullion 
market shows a decline in the price of the metal the gen- 
eral market shows no loss of purchasing power, but accepts 
the coin for its face value. It is claimed, that the produc- 
tion of silver has been so great and the probabilities indicate 
so large a supply in the future, that it will become depre- 
ciated to a point which must seriously affect its value for 
monetary purposes. This view has been taken mainly on 
account of the rich mines in this country; but from all 
accounts the highest point of production has been reached 
and the falling off has already commenced. Be this as it 
may, it does not appear that the production in the United 
States has had any material influence on the value of silver 
in London where the price is made. 

If it can be shown that silver has not been sent to Lon- 
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don in any larger quantity than usual by the producing 
countries, then the argument that increased production has 
caused a depreciation falls to the ground. The <Lconomist 
reports the excess of exports over imports by the United 
States, for the year 1876, at $17,386,508, which was $560,703 
less than the excess for 1875, $6,567,361 less than in 1874, 
and $9,567,361 less than in 1873. If the production of our 
mines has had any thing to do with the price of silver in 
the market of London, why is it that it maintained its 
value during the year in which we exported the most, but 
declined in the year we exported the least? It does not 
look, thus far, as if production has had anything to do with 
it, but it does seem evident that the decline is due mainly, 
if not wholly, to demonetization in Germany. Germany has 
been forcing the sale of her discarded silver and has on 
hand a large amount, estimated at from twenty million to 
twenty-five million pounds sterling. This supply being avail- 
able overstocks the market, and the pressure to sell has 
caused France and the countries forming the Latin League 
to suspend the coinage of it, thus for the present causing a 
cessation of their purchases. The decline is clearly traceable 
to these two causes, but demonetization in Germany must 
bear the whole responsibility. It was the withdrawal of con- 
sent by that country which caused the trouble. 

We hear much about the depreciation of silver disquali- 
fying it for monetary purposes, but we hear little from the 
mono-metallists about gold being unfit for the same purpose 
on account of changes in value which have taken place dur- 
ing different periods. From 1848 to 1860 gold undoubtedly 
lost in purchasing power. It is a fact in history that many 
questioned, during that time, if it had not so lost its value 
for monetary purposes as to make it necessary to demonetize 
it and adopt a single standard of silver. Some of the 
present advocates of the single standard of gold were at 
that time advocates of such a policy, and for the same 
reasons that they now urge the single gold standard. The 
alarm proved unfounded, as will the one about silver if the 
insanity of demonetization can be arrested. If a metal can 
lose its value for a monetary standard by depreciation, it 
can also lose its value for the same purpose, by its apprecia- 
tion in value. A standard that can change so as to include 
more, cannot be any better than one that can change so as 
to include less; on some accounts the former is the worse of 
the two, for it adds to the burden of the poorer classes 
while it increases the wealth of those who have an abund- 
ance. That gold has appreciated somewhat in value there 
can be but little doubt. We need not look far for the cause. 
I will not say anything about production, not wishing to 
consider it in this connection. The tendency in Europe is 
toward making gold the standard, excluding silver. This 
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tendency, together with the locking up of gold for resump- 
tion in France—the accumulation of it by Germany to take 
the place of the discarded silver—the unknown amount which 
the latter nation has locked in its vaults for war purposes— 
the feeling that gold is to be the money of the future, and 
the distrust which always attends such a condition of things, 
is enough to convince any unprejudiced mind that it has 
appreciated somewhat in value. 

Any discussion of the silver question which should leave 
out the important part which irredeemable paper money 
plays in the finances of the world would be incomplete. I 
apprehend that too little thought has been given to this; 
none the less is it an important factor in the silver question. 
Not having the the data I cannot state the amount of irre- 
deemable paper money now in circulation throughout the 
world. It is large, and as there has been no system of 
redemption it has become part of the money of the world. 
The world’s stock has been increased by this paper just as 
much as it would have been if the same amount had been 
coined in gold and silver, and prices of all commodities have 
been adjusted and fixed by the sum total of the gold, silver 
and irredeemable paper. If the demonetization of silver 
should be arrested, and Germany again remonetize it, then 
there would not be coin enough for the world to resume 
specie payments without a general fall in prices. 

I have said that all of this irredeemable paper had become 
a part of the money of the world. Of course, this does not 
imply that it has any circulation beyond the boundaries of 
the country that issues it, but that its influence is felt to 
the remotest corner of the commercial world. Whenever a 
nation issues an irredeemable currency it drives out all the 
coin which had circulated in that country. This coin goes 
to other lands, increasing the stock they have on hand. 
Such a movement of specie stimulates the industries of those 
lands and prices rise until they reach a point that will give 
employment to all the coin. On the other hand, the nation 
which issues the irredeemable paper is sure to do so in 
excess, which in turn causes a rise in prices in that country. 
The result is a general rise in prices. 

It follows, with prices fixed as they now are by the sum 
total of gold, silver and irredeemable paper money, that 
a general resumption of specie payments could not occur 
without causing a fall in prices the world over, even on the 
present basis of coin. Resumption cannot take place without 
the elimination from the money of the world of a large 
amount of the now irredeemable paper. This withdrawal 
would appreciate the balance of the money in use, giving it 
additional purchasing power, which means nothing less than 
a fall in prices. If this be so, and who can doubt it? 
what would be the result if the world should take out a 
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large amount of silver coin, and thus still further diminish 
the world’s stock? The countries which have now an irre- 
deemable currency must have coin with which to redeem it: 
not having it they must go to those countries possessing it, 
but the latter will meet them on the threshold with the 
announcement that they have no more than they want, and 
that a drain of specie will cause very serious trouble in the 
money market and precipitate a panic. The nations in need, 
however, in order to resume are obliged to obtain the coin, 
which they can only do by paying more for it than it is 
worth wherever held; this means that prices must fall in the 
redeeming countries—that specie will purchase more there 
than elsewhere. Then the withdrawal of coin will be felt 
by the nations which have held it and a struggle will be 
commenced and waged until prices have fallen, so that the 
stock of coin will have purchasing power enough to supply 
the wants of all. The settling of values of all kinds of 
property, which must result from a general resumption even 
on the present basis of coin, is appalling enough without the 
destruction of a large amount of coin now in use. 

If in this endeavor to apply the principle of consent to 
the silver question I have been at all successful, we shall 
find that it leads to the following conclusions : 

First—That the withdrawal of consent, or demonetization 
as it is called, reduces silver from an economic force to a 
commodity, leaving it only such value as it may have as a 
commodity for the manufactures. 

Secondly—If demonetization continues, the depreciation of 
silver will be great, and this loss in its value must fall upon 
the holders of it, which will impair to such an extent their 
ability to purchase and pay for goods, as to seriously affect 
the commerce and industries of the world. 

Thirdiv—That the contraction of the medium of exchange 
which must result from demonetization will cause a gencral 
fall in prices; then—as it cannot be diminished in any way 
except by payment—the volume of indebtedness will assume 
larger proportions to the property of the world than it had 
done before. This would afford to the holders of all kinds of 
maturing obligations the right to demand and receive a 
greater value than was given when the indebtedness was 
incurred, thereby adding greatly to the burden of the debtor 
class and increasing the wealth of the rich at the expense 
of the poorer class. 

Fourthiy—That with the enormous amount of irredeemable 
paper money now in circulation the general resumption of 
specie payment, even on the present basis of coin, must 
cause such a contraction of the medium of exchange as to 
produce a very serious shrinkage in the price value of all 
kinds of property, and that the further contraction of the 
medium of exchange which must result from the demonetiza- 
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tion of silver will so aggravate and intensify this decline 
in values that bankruptcy and repudiation must inevitably 
follow. 

If the evils above pointed out do not follow demonetiza- 
tion, it will be because another evil nearly as great will 
come in their stead—viz.: that paper money will take the 
place of the discarded coin and the world will launch out 
into an era of irredeemable paper money. Resumption 
which might now be difficult, would then be impossible, 
except through the general ruin which sooner or later must 
come to the world as the natural outgrowth and the inevi- 
table result of such a course. It remains for the advocates 
of a single standard of gold to show that disaster would 
not follow the demonetization of silver. It will not do to 
say that gold will be taken from the arts or that it will be 
produced in such quantity as to supply the want. Such an 
assumption would be one in which no man of science could 
ever be justified. 

While I do not intend to appear as an authority in these 
things, I must confess that all the teachings of political 
economists on the question of currency seem to me to be 
idle words—nay, worse—false teachings, if great trouble does 
not follow the demonetization of silver. 


THE CAUSES OF BUSINESS DEPRESSION 


AS PRESENTED IN THE FORTHCOMING REPORT OF THE UNITED 
STATES SILVER COMMISSION. 


The real cause of the present universal derangement of 
commerce and industry must be ascertained before the 
proper remedy can be devised. The causes assigned are 
various and contradictory. Many of them never had any 
existence in fact. Others are inadequate or absurd in them- 
selves, or by reason of being confined to narrow localities or 
special interests, cannot have produced a mischief which 
reaches all places and all productive interests. 

Over-production is one of these alleged causes, although 
food, clothing, houses, and everything useful to mankind, 
are and probably always will be in deficiency, as compared 
with the needs for them. The constant effort of the human 
race is and ought to be to multiply production. The aggre- 
gate effective demand for products, that is to say, the 
aggregate demand accompanied by an ability: to purchase, 
always increases with production. Supply and demand mean 
substantially the same thing, and are nothing but two phases 
of the same fact. Every new supply of any product is the 
effective basis of a new demand for some other product. 
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The capacity to buy is measured exactly by the extent of 
production, and there is practically no other limit to con- 
sumption than the limit of the means of payment. Over- 
production of particular things may occur, but that is soon 
corrected by the loss of profits in producing them. Over- 
production in the general and in the aggregate is impos- 
sible. The contrary opinion will be held only by those who 
regret the discovery of the steam-engine, the spinning-jenny, 
and the sewing and thrashing-machines, and who believe 
that while mankind have the skill to devise methods of 
increased production, they have no capacity to provide for 
the distribution of the products of industry. Production is 
the sole and only source of wealth, and the idea that its 
over-production can be a source of impoverishment is repug- 
nant to the common sense of mankind. All reputable 
authorities concur in treating the idea of a general over- 
production as the idlest of fancies, and wholly unworthy of 
serious notice 

Too many railroads are said to have been built, when it 
is clear that there is an urgent need for more. Undoubt- 
edly a too rapid construction may create an abnormal rise 
in the special materials, such as iron, which are required, 
and an abnormal rise in the interest of money by absorb- 
ing too much floating capital in a fixed form, but such 
evils are self-corrective. Railroad building will always halt 
under such circumstances until the cost of materials and 
of capital ceases to be excessive. The tendency of industry 
and enterprise to take profitable directions, and to with- 
draw from those which are found to be unprofitable, needs 
no other regulations than to be let alone. 

Money sunk in railroads prematurely built and at present 
unproductive is another cause assigned for the existing 
condition of things. But the loss resulting from labor mis- 
directed is no greater than the loss resulting from the non- 
employment of labor. One single year of the loss now 
sustained through the stagnation of industry, caused by 
falling prices, is a calamity of greater proportions than the 
total loss from all the badly-planned or unfortunate railroad 
enterprises of a decade. If it were really true that the labor 
lost in unproductive works is the cause, or one of the princi- 
pal causes, of the present distress, the future must be dark 
indeed for this country, which has had an army of unem- 
ployed laborers since 1873, that is still being recruited as 
industries break down, one after another, under appreciating 
money and falling prices. If a few years of the misdirected 
labor of one hundred, or even five hundred thousand men, 
has brought on conditions under which three millions are 
forced to be idle, the evils to come hereafter from the 
present idleness of that vast number must be incalculable 
and self-perpetuating. It must prove an endless chain 
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freighted with a constantly accumulating volume of disaster, 
a Pandora’s box with hope left out. 

That species of speculation in property and_ securities 
which is described as reckless and unsound is said to be 
one of the causes of the distress. But even in gambling 
there can be no more lost than there is won, and the 
material damage to the community cannot exceed the worth 
of the time of those engaged in it. The rating of property 
at higher or lower prices could not result in a destruction 
of the property, or even in the impairment of its produc- 
tiveness. It would be deplorable if it were true, but hap- 
pily it is wholly untrue, that the prosperity of the prudent 
and industrious is at the mercy of gamblers, of whatever 
species or degree. 

A condition which is universal cannot be explained by 
local facts, such as the American civil war, the Prusso- 
French war, or the sudden and great rise in the price of 
English coals and iron in 1872-’73. The last fact, and the 
commercial and financial speculations in England connected 
with it, are much insisted on by English writers as the 
causes of the present state of things. They forget that the 
panic and depression in England in 1866-’67-’68 revealed the 
existence there of an amount of reckless financiering, of 
frauds in railroads, and of rottenness among bankers and 
merchants far greater than existed either in England or else- 
where in 1872-73. The measure of comparison is accurately 
enough indicated by the Collie failure of 1875 for $9,000,000, 
and the Overend & Gurney failure of 1866 for $90,000,000. 
That the British financial collapse of 1866 was not felt in the 
United States is a matter of familiar knowledge in this coun- 
try. But it was not even felt in Continental Europe. There 
is British authority (Journal of Statistical Society of London, 
vol. 34, page 243) for saying that “mot even a tremor of the 
crisis of 1866, so terrible for England, passed across the British 
Channel.” The mischief was confined to England, because 
there was not then as now everywhere at work the dry-rot 
of a contracting money. 

Devastations of war in the years immediately preceding 
1873 are assigned as one of the conspicuous causes of the 
depression, and oftentimes by the same philosophers who, by 
a contrary process of reasoning, assign overproduction as the 
principal cause. These devastations are described as great 
enough to have arrested the production and prevented the 
accumulation and distribution of wealth. In truth, from the 
French campaign in Italy, terminating (1859) at Solferino, to 
1873, there was no war of serious magnitude except the 
American civil war, and even this war scarcely retarded the 
increase of national wealth in the United States. The peace 
of Europe during that entire period was_ substantially 
unbroken, and its unprecedented advance in prosperity, fol- 
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lowing the Californian and Australian discoveries, was 
checkered by no pause. The Prusso-Austrian war was an 
affair of days. The Franco-German war was an affair of 
weeks and was only protracted to months by a siege. The 
war between Austria and Italy consisted on the land of one 
single day’s fighting, and on the sea of one naval skirmish. 
These several events had political consequences which were 
momentous, but were so confined in space and time that 
their effects on commerce and industry were obscure and 
unimportant, and much less important in these particulars 
than were the effects of the revolutionary struggles in 
Europe in 1848-’49. The assignment of the devastations of 
war as a cause of the present distress is as absurd in its 
logic as it is erroneous in its assumptions of fact. The 
financial catastrophe of 1873 came, not because the progress 
of mankind had been checked by war, or by other causes, 
but on account of the precisely contrary fact, that this prog- 
ress had continued unchecked after the supply of metallic 
money became stationary or declining. 

It is sometimes said that what is being witnessed is a com- 
ing down to solid bottom in prices. But the question of 
prices is a question of the standard in which they are meas- 
ured. Wages at $2 per day, with a currency of gold and 
silver, are as much on solid bottom as they would be at §1 
per day with a currency of gold alone, and what are called 
solid prices when the standard is gold would in their turn 
be described as inflated if a new policy should decree that 
money should consist only of diamonds. Prices are nothing 
but the expression of the relation between money and other 
things, and in the end can never express it otherwise than 
correctly, and when so expressed prices are on the bottom 
wherever that may be; the range of prices, whether higher or 
lower, depending on the relation. 

It is maintained by a large class that existing evils are the 
results of a loss and lack of confidence, and that the sufficient 
remedy would be found in its restoration. On all occasions 
they portray in glowing phrase the abounding prosperity 
which would follow if moneyed and other capitalists would 
freely exhibit confidence by inaugurating industrial and com- 
mercial enterprises. But it is to be observed that they con- 
tent themselves with recommending confidence to others 
while they are careful not to make a practical exhibition of 
any on their own part. They seem, in short, to be uncon- 
sciously influenced by the view that while they might profit 
by the confidence of others, confidence on their own part 
might involve them in losses. The real mischief is not the 
lack of confidence, but the lack of any legitimate grounds 
for confidence, and there neither will be, nor ought to be, 
any revival or extension of confidence so long as the volume 
of money continues to shrink and prices continue to fall. 
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Under existing conditions, if by any possibility confidence 
could be inspired, the consequences would be baneful rather 
than beneficial. 

Similar conditions to those which preceded the panic of 
1873 exist in the main to-day. The volume of money is 
shrinking absolutely and relatively to other things, although 
perhaps not as rapidly as between 1865 and 1873, and the 
prices of property are gradually shriveling. The principal 
difference is that since 1873 the credits extended by moneyed 
institutions have been largely curtailed or cut off altogether, 
and consequently the material of which panics are made is 
not in as great abundance. The collapses which are con- 
stantly occurring do not make as much noise nor attract as 
much attention as the explosion of 1873, because they do not 
occur simultaneously nor conspicuously with public institu- 
tions, such as banks, as in 1873, but nevertheless they are 
constantly taking place in all parts of the country in increas- 
ing numbers. All that is necessary to change this monoto- 
nous rattle of isolated collapses into a general crash is to 
restore confidence and credit. As the collapse of 1873 is 
generally attributable to an over-extension of confidence and 
credit, a restoration of confidence now, when the conditions 
are the same, must pave the way to a new collapse, and 
would be placing a dynamite for future explosions under the 
foundations of business. 

It is necessary to understand in what particulars confidence 
has been lost before deciding that its restoration is either 
possible or, under existing conditions, desirable. Confidence 
has not been lost in the intrinsic value of real estate or any 
useful thing. It has not been lost in the fruitfulness of the 
soil, the ingenuity, industry, or integrity of the people, the 
stability of the Government, or in the productive powers of 
labor and machinery. Confidence has been lost in nothing 
except in the possibility of maintaining prices while the vol- 
ume of money is being shrunk by existing legislation. Con- 
fidence has been lost that capital invested in productive 
enterprises can be returned with a profit, or even intact, to 
the investors. Its restoration while present conditions remain 
is impossible, and would work mischief if it were possible. 

It is stoutly affirmed by many that the present stagnation 
is a result of uncertainty as to the future value of the paper 
money of the couniry. If there were any such uncertainty, 
and if there were, consequently, possibilities of a rise as well 
as of a fall in prices, the adventurous temper of the business 
men and the people would cause active investments and 
purchases, as was illustrated during and immediately after 
the civil war, when such an uncertainty really existed. The 
true cause of the stagnation instead of being uncertainty as 
to the future value of paper money under the present legis- 
lation is the absolute certainty that it must rise still higher 
and prices fall still lower. 
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The statement that there was any general rise of prices 
during the two or three years prior to the crisis of 1873 is 
wide of the mark. The highest range of prices attained 
was in or about 1865. From that year on to 1873 there was 
a general tendency to a fall, but such was the momentum 
which had been given to them that they continued compara- 
tively firm for seven or eight years after their metallic sup- 
port had become insufficient, and after they were left to 
stand in part upon the treacherous foundations of credit. In 
1873 those foundations suddenly gave way, and prices, prop- 
erty, banks and business houses went down with a crash. In 
this country, as is familiarly known, it was only by mort- 
gages that the nominal prices of real estate, the largest and 
principal description of property, were sustained during 1871- 
"72-73. Even by this means it was only in rapidly-growing 
cities and towns that real estate prices were kept up, while 
during the same period, and for several years immediately 
prior thereto, the prices of agricultural lands were abnor- 
mally low. Without doubt, the prices of a few commodities 
were high in 1871-’72-’73, but only from exceptional causes. 
Iron was abnormally high in those years from a sudden ex- 
pansion of railroad building, and this led to great specu- 
lations, notably in England, in iron and in coals. But the 
high prices of these articles do not prove a high level of 
general prices in 1871-’72-’73 any more than the high prices 
of cotton proved a high level of general prices during and 
immediately after the American civil war. ‘The tendency of 
prices was already downward in 1873 when their fall was 
hastened and intensified by the demonetization of silver by 
Germany and the United States. 

The true and only cause of the stagnation in industry and 
commerce now everywhere felt is the fact everywhere exist- 
ing of falling prices, caused by the shrinkage of the volume 
of metallic money. This is in part the misfortune of man- 
kind, as the mines have failed for several years, under ener- 
getic working, to yield the metals in quantity sufficient to 
keep pace with the increasing needs of the world for money. 
But it is in part due to the folly of mankind in throwing 
away a benefaction of nature by discarding one of the two 
precious metals. Existing evils date with that folly, which 
precipitated and now enormously aggravates them. 

Many learned and excellent persons and associations of 
persons in all parts of the world, known as economists, phi- 
losophers, publicists, socialists, and scientists, whose instru- 
ments of observation seem to have been adjusted for the 
examination of remote objects, and, consequently, unfitted for 
and a hindrance to the inspection and examination of any- 
thing near at hand, have furnished many far-fetched, incom- 
prehensible, and impossible causes for existing evils, which 
agree in nothing except their remoteness. They have seen 
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through a glass darkly or they would have discovered that 
the cause was all around and about them; that it is the 
same cause that has invariably preceded and accompanied 
similar evils, and that it is money in shrinking volume and 
falling prices. This is the great cause. All others are col- 
lateral, cumulative, or really the effects of that primal cause. 
Practical men see what the mischief is and they all see it 
alike, and, without formulating their ideas in set words and 
phrases, they all state it alike. Money capitalists, large and 
small, give one, and only one, reason for refusing to invest 
in productive enterprises. Any one that will ask for that 
reason will receive the uniform answer that prices are fall- 
ing, that it is not clear that the lowest range of prices has 
been reached, and that it is unsafe to move until this can 
be certainly known. All can see that prices have fallen 
and are falling, although they may disagree, or may not 
trouble themselves to form any opinion, as to the cause of 
the fall. And all can see, and do see, that it is falling 
prices which cause the stagnation of business, with all its 
necessarily attendant circumstances of an increasing pressure 
of debts, of decreasing employment and wages of labor, and 
of diminishing consumption. Falling prices is only another 
expression for an increasing value of money, and those who 
desire still further to appreciate the value of money by 
contracting its volume, desire still further to reduce prices, 
and still further to widen and deepen the gulf between 
money-capital and labor. Money-capital is the fund out of 
which wages are paid. Capital can only fructify through the 
employment of labor, and labor is helpless without capital. 
It is in vain to advise those who depend upon their daily 
wages for their support, and who possess no capital but their 
willing hands, to change their places of residence and 
engage in agricultural pursuits. Even had they the means 
to emigrate, which most of them have not, they wouid still 
have to be supplied with seed, implements, and animals, 
and with support from seed-time to harvest. It is still 
more plainly idle to advise them to engage in any species 
of handicraft or manufacture on their own account. In 
modern times human labor is available only in connection 
with machinery and appliances. A policy which tends to 
a constant fall of prices, and therefore compels capital from 
the justifiable instinct of self-preservation to withdraw from 
production, is a policy which reduces laborers to a worse 
condition than if money were wholly abandoned and the 
system of barter were established. The condition of the 
laborer is as bad when money-capital is not employed as if 
it did not exist. The effect of falling prices is the same 
upon the smallest capitalist as upon the largest. The hope 
of gain is for all of them the only inducement to take the 
risks and labor of enterprises, and they will all prefer to 
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consume their accumulations rather than to invest with the 
certainty of losing them. They will, of course, consume them 
as slowly as possible, and to that end will reduce their 
expenditures within the smallest possible limits. Laborers 
thrown out of employment must in some way have a bare 
subsistence, but there can be no other sources for it than 
the scanty earnings of such as are employed, and the 
capital in existence, which cannot refuse food to the 
starving. 

That shrinking money and falling prices are the cause of 
existing evils was pointed out eight years ago by the London 
Economist in its review (1869) of the previous financial year. 
It then said: 

‘*Tt may be safely affirmed that the present annual supply of thirty millions 
sterling of gold is no more than sufficient to meet the requirements of the 
expanding commerce of the world, and prevent that pressure of transactions and 
commodities on the precious metals which means in practice prices and wages 
constantly tending toward decline. . . The real danger is that the present 
supplies should fall off, and among the greatest and most salutary events that 
could now occur would be the discovery of rich gold deposits in three or four 
remote and neglected regions of the earth.” 


Instead of the discovery of new gold fields, that which has 
actually happened since 1869 has been a declining production 
in old ones. The annual supply of $150,000,000, then con- 
sidered barely sufficient, has dwindled to $ 101,000,000, while 
during the same period the demand and necessities for 
money have been constantly and largely increasing. This 
increasing demand crowding upon a failing supply was of 
itself a great misfortune; but, as if to change unavoidable 
evils into deliberate ruin, several commercial countries, 
including our own, demonetized silver. In its review of the 
financial year, 1872, ( published March 15, 1873,) the London 
Economist predicted the inevitable consequences in the follow- 
ing language: 

** At the end of 1872, the (German) gold coinage amounted to twenty-one 
millions sterling. The following paragraph from the well-informed city writer 
of the Daily News gives the latest facts, and properly draws attention to their 
important character : 

*** By the present bill the German Government is certainly paying England 
the compliment of adopting its single gold standard, but the cost of the measure 
to the London and other money markets cannot but be great. As the annual 
money supply of gold throughout the world is reckoned at little more than 
£ 20,000,000, and the usual demand for miscellaneous purposes is very large, 
it follows that, if the German Government perseveres in its policy, the strain 
upon existing stocks and currencies will be most severe. Unless the annual 
production of gold should suddenly increase the money markets of the world 
are likely to be perturbed by this bullion scarcity.’” 


These inevitable consequences of the policy of Germany, 
and of the United States and other countries co-operating 
with Germany, have been and now are being realized as 
predicted. Many of those who foresaw and predicted them 
now deny what the whole world knows to be true, that 
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paralyzed trade and stagnant industry, the necessary accom- 
paniments of “Arices and wages constantly tending towards decline,” 
are the natural results of the demonetization of silver, which 
began in injustice and is culminating in disaster. The folly 
of that policy is only equaled by the folly of hoping that 
prosperity can be restored while that main and principal 
cause of existing evils is still at work. What is doubtful is 
whether even with the use of both gold and silver there may 
not be a most injurious “pressure of transactions and commodi- 
ties on the precious metals.” The fatal effects of discarding 
either of them are only too clear, and those who advocate it 
are, Wittingly or unwittingly, the enemies of the human race. 

A general view of the industrial prostration in Europe, 
dating with 1873, is presented in the annual tables of the 
Moniteur des Intérets Matériels of Brussels, a very high author- 
ity, of the offerings in the European markets of new shares 
and new bonds in industrial undertakings, such as mines, 
railroads and manufactures. These figures, which, if not 
absolutely correct, are likely to exhibit accurately the pro- 
portions between different years, are as follows: 

1872 «+ $968, 362,500 1874 «ee $ 432,450,000 
1873. ++» ~~ 897,450,000 1875 + +~—-- 147,637,500 

The United States, even if its paper currencies had been 
left undisturbed, could not have escaped grievous injury 
from the demonetization of silver. The heavy interest ac- 
count on its indebtedness held in Europe must be paid by 
the export of products and their sale at metallic prices, 
which were certain to fall, and have fallen, through the 
pressure brought upon European gold markets by the adop- 
tion of the single gold standard in Germany and other 
countries. But the paper currencies of this country were not 
left undisturbed. On the contrary, they had been constantly 
and largely contracted from the close of the civil war down 
to 1873, and a shrinkage of accepted paper currencies has 
the same effect upon prices as a shrinkage of metallic money. 
Between 1864 and 1875 the population of the country was 
nearly doubled by the addition of the people of the Con- 
federate States in 1865, and by the natural increase of both 
the sections whose union was then restored. As a conse- 
quence, the productive forces of the country and the demand 
for money to measure and exchange the fruits of its aug- 
mented industry were increased, if not in as great a ratio, 
at any rate very largely. But during this period the volume 
of paper currencies was steadily shrinking in the United 
States, while the metallic money of the specie-paying coun- 
tries of Europe was undergoing the same process. 

Later on, the Specie-Resumption Act (January 14, 1875) 
was passed. Its true character, as now interpreted, was 
neither avowed in Congress nor understood by the country 
at the time of its passage. The phraseology of the act cre- 
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ated the impression that there was to be no reduction of 
the aggregate of paper money, but that legal-tender notes 
were to be diminished only as bank notes were increased. 
As the act is administered in practice, both classes of notes 
are being reduced at the same time, while the population 
of the country is expanding. The words of the act may 
justify this method of administration, but it was not with 
that understanding that it was sanctioned by Congress. 

A more fatal misconception grew out of the ignorance, 
which prevailed almost universally until after the passage of 
the Resumption Act, that silver had been demonetized, and 
hence, that a law providing for specie payments was really 
a law for gold payments. The people were not aware that 
coin then meant gold, and that coin payments involved the 
shriveling of all values to the measure of a single metal. 
They were in favor of resumption but not confiscation, and 
they were not aware that resumption as proposed was but 
another name for spoliation. Although the period fixed for 
this spoliation was nominally in the future, it actually com- 
menced at once and is now proceeding day by day. It hav- 
ing been made certain, so far as the law could make it cer- 
tain, that each dollar of the actual money of the country 
would, on a given day in the near future, be raised to the 
value of a gold dollar, the universal tendency was, and has 
continued to be, to change all forms of property into money, 
and to refuse investment in either property or productive 
enterprises. Money capitalists, knowing the disastrous effects 
which the impending fall in prices would have on the finan- 
cial condition of borrowers, prudentially withdrew or dimin- 
ished all credits, and hastened to realize on securities. They 
have never been deceived for one moment by the idle fal- 
lacy that resumption in gold involved an appreciation in the 
value of the legal-tender notes and a fall in prices, only to 
the extent of the present difference between the value of 
those notes and gold. They know that the appreciation of 
legal-tender notes must reach that vastly higher level which 
the value of gold must reach when hundreds of millions of 
it are demanded for resumption, and that prices will sink to 
a corresponding point of depression. 

It is through these plain processes, that he who runs may 
read and understand, that the crushing effect of the demone- 
tization of silver is already felt, although practically and 
legally the money of the United States is still paper. It is 
through these plain processes, although real resumption in 
gold is neither possible January 1, 1879, nor on any other 
day, except through a great increase of the world’s stock of 
gold, or on the basis of universal bankruptcy, that every 
effort made to reach such resumption, by locking up paper 
or gold, is a disastrous step towards that basis. It is 
through these plain processes that the stagnation and paraly- 
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sis in commerce and industry everywhere visible, which had 
already been brought about by a contraction in the volume 
of money, are being aggravated and intensified as the time 
approaches for that unknown measure of contraction, which 
will be absolutely necessary to render the paper money of 
the country constantly convertible into a stock of gold that 
must be ruinously meagre, unless some great commercial 
country shall consent to suspend specie payments for our 
especial benefit. 


PROFESSOR JEVONS ON SILVER. 


At the meeting of the Social Science Association, which was held at Sara- 
toga, in September, papers were read by Professor Stanley Jevons, of Man- 
chester, England, and B. F. Nourse, of Boston, on the Silver Question. Sam- 
uel P. Ruggles, of New York, addressed the Association in opposition to a 
double standard of silver and gold, favoring the use of gold exclusively. George 
A. Potter, of New York, criticised Professor Jevons’ paper, and favored the 
use of gold, silver, and paper together. Dr. E. V. Wright, of Washington, 
spoke in behalf of a single standard, which should be of silver. Professor 
Otterburg, of Princeton, spoke against a double standard. 

A paper was read by Gamaliel Bradford, of Boston, on ‘‘ The Prospect of 
Resumption,” in which he took ground to the effect that there ought to be a 
change in the manner of doing public business. He claimed that the Executive 
Department ought to have a policy, and should be allowed to carry it out. 

John P. Townsend, of New York, read a paper on ‘‘ Savings Banks,” follow- 
ing it with some remarks. He criticised sharply the conduct of managers of 
savings banks in building extravagant offices and in paying large salaries. 

The address of Professor Jevons is subjoined : 


It is evidently impossible to discuss the innumerable facts of the silver ques- 
tion in a brief paper like the present. My purpose must be restricted almost 
entirely to expressing the conclusions which force themselves upon an English 
reader of the recent discussions. In several official publications—in the excel- 
lent minority report of Professor Bowen, or the works of Mr. Blake, M. Cer- 
nuschi, Mr. S. Dana Horton, in Mr. W. L. Fawecett’s useful ‘* American Hand- 
look of Finance,” and in numerous minor books or articles—we have abundance 
of facts. We are not likely, at present, to get more information of importance, 
and our task, therefore, is to digest what we have, and to interpret its outcome 
wisely, , 

The general result, as it appears to an Englishman, is that the United 
States should not, or rather cannot, adopt the double standard. If the attempt 
be made, it must be made either with or without the similar action of other 
nations. But the first supposition is easily disposed of. The notion of M. Cer- 
nuschi, that there might be a congress of nations, and that the leading com. 
mercial States might be induced to unite in adopting bi-metallic money, is 
chimerical, Several of the more important European nations have, for the 
present, no hope of using coin, whether gold or silver. Germany is only now 
establishing an excellent currency on a gold basis, and is most unlikely to 
abandon it without further trial The Scandinavian kingdoms have no reason 
for retracting their late adoption of gold, which has done no harm. Even 
France, which has still the law of the double standard in nominal existence, 
shows no desire to put it into operation again, having experienced the trouble 
of an alternating standard and a heavy silver currency. 

As to England, there is not the most remote chance that the proposal would 
be accepted or even entertained here. The present English system of metallic 
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money has now existed almost unchanged since 1816, and it has worked so 
satisfactorily in most respects that it would require very strong reasons for 
making a fundamental change. Even were there a considerable weight of 
evidence in favor of the double standard, it would probably be found impossible 
to persuade the House of Commons to accept it. In nothing is the English 
nation so conservative as in matters of currency. 

To show this by some instances, I may mention the question of decimal 
money. Nothing is more apparent than the superiority of a decimal system, 
like that of the United States or France, over our £. s. d. The subject has 
been discussed ad nauseam, for forty or fifty years, and some of the ablest 
men, such as the late Professor De Morgan, wasted great labor in advocating 
the obvious reform; but nothing has been done, and we are, perhaps, further 
from success than ever. Again, there is absolutely no sensible reason against 
the use of one-pound notes, which have been in constant circulation in Scotland 
from the first origin of the Scotch banks. But an English Chancellor of the 
Exchequer would not venture to propose their use in England. When it was 
shown, a few years ago, that the alteration of the pound sterling to the extent 
of two pence would probably lead to the establishment of international money, 
our financial wiseacres decided that it could not be done. What, then, would 
be the reception in England of a proposal to subvert our standard altogether ? 
So long, too, as the mother-country retains the gold standard there would be 
no chance of the Australian and South African colonies abandoning it. If, 
then, the United States were to adopt the double standard they would throw 
into confusion the monetary relations of the foremost commercial nations, while 
the universal bi-metallism, essential to the success of M. Cernuschi’s schemes, 
would be as far distant as ever. 

If, indeed, the adopted legal ratio of gold and silver were such as to enable 
gold to circulate in the United States, then no effect on the value of silver 
would be produced, and all the discussions would end in nothing. If the legal 
ratio were fifteen and a half to one, as proposed, then full weight gold coins 
could not circulate, and the currency and the standard of value would consist 
of silver only. American trade would be hampered by a money fifteen and a 
half times as heavy as it need be. Americans would be loading themselves 
with silver fetters; and for what purpose? In order that the rest of the world 
might enjoy the superior convenience of gold money. While other advanced 
nations are passing, one after another, from the silver age of currency to the 
golden age, America, and probably America alone, will be stepping back from 
the gold age into the silver age. This seems to me about as wise as if the 
men of the bronze age had solemnly decided to reject bronze, and to go back 
into the stone age. In a matter of this sort, we must take account of general 
and long-continued tendencies, and the tendency now appears to be inevitably 
toward the general adoption of gold as the standard money. 

In the last six centuries both the precious metals have become greatly 
depreciated. An agricultural laborer can now earn in England, by a day’s 
labor, about ten times as much silver as he could six centuries ago (about 350 
grains of standard silver, as compared with thirty-four grains). Silver, too, is 
depreciated more than gold; in the middle ages the ratio was ten or twelve 
to one; now it is sixteen, or even twenty to one. 

To attempt to arrest progressive changes of this kind is blind and vain striv- 
ing against Providence. Why should we try to keep silver dear? If the mines 
of America yield so beautiful a metal in sufficient abundance, why should we 
not enjoy the use of it for ornamental and useful purposes, for which it is at 
present too expensive? Why should we wilfully employ it in the very way in 
which it is not useful, but simply inconvenient? When looking at pictures of 
Indian women, who load themselves with silver bangles and anklets, it is diffi- 
cult to help wondering how such a weight of ornaments can add to the enjoy- 
ment of life. Vanity can explain a good deal, but what can explain the wish 
of the Americans to load themselves with silver coin, from which they will 
derive no gratification whatever? The benefit, if any, will fall to other nations 
which can use gold in greater abundance, and no American will be better off, 
unless, indeed, it be the few proprietors of silver mines, who, being rich 
already, will become richer still. 
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I might go on to show that, even if America could establish the double 
standard, and succeed in inducing other nations to do so likewise, the advant- 
ages of so great and so difficult a measure are of a very speculative and 
doubtful kind. I quite concede to MM. Wolowski and Cernuschi, that the 
bi-metallic system does spread fluctuations of supply and demand over a wider 
area. I have tried to explain in my book on ‘* Money,” that gold and silver, 
free from the action of a legal ratio, are like two unconnected reservoirs of 
water, each liable to be raised and lowered in level, by various accidents. 
Establish a communication between these reservoirs, and then each new supply 
spreads itself over a double area, and each new demand is supplied with less 
effect upon the general level. The legal-currency ratio of fifteen and a half 
to one actually does establish a communication of this sort between the res- 
ervoirs of gold and silver in the world; but it does not, therefore, follow that 
it is desirable to establish the communication. 

To say the least, it is quite open to argument that silver is now a metal 
less steady in value than gold. If one mine, like the Comstock lode, pro- 
duces so serious an alteration in the supply, what may we not apprehend 
when the mineral treasures of Peru and Mexico are opened up by Anglo- 
Saxon miners? Both Humboldt and Murchison were of opinion that enormous 
supplies of silver would some day be obtained from South America, and what 
has occurred in Nevada lends probability to their predictions. Moreover, sil- 
ver is drawn almost exclusively from regular mines, and it is extracted from 
ores, so that the advance of mechanical and metallurgical science tends to 
cheapen it in the same way (though not in so great a degree) that it cheap- 
ened iron and steel. This is much less true of gold, which is found to a con- 
siderable extent in the native state, in surface deposits. Gold is a widely 
diffused metal, and there are large tracts of auriferous deposits which might be 
worked if an increased demand for gold should make it profitable. 

Under these circumstances it is probable that the double standard, or, as 
it ought to be called, the alternative standard will be really less steady in 
value than the gold standard alone. Indeed, it is difficult to help looking 
upon the adoption of a silver standard now (and the double standard would 
not differ much in practice from a single silver standard) as approximating 
indirectly to an act of partial repudiation. I take it for granted that if the 
United States were to adopt silver, the Federal and State Governments would 
make provision for the payment of past obligations, including the whole 
National debt, State and city debts, railway bonds, etc., in the gold money in 
terms of which they were contracted. I am sorry to see, indeed, that M. 
Cernuschi, if I read him rightly, proposes that ‘‘all existing debts, stipulated 
in dollars of whatever denomination, shall, without exception, be payable in 
the new bi-metallic currency.” Such a measure would verge closely upon a 
breach of faith, for the change would be made on the ground that silver is 
depreciated. And if, as is probable, the bi-metallic system would not restore 
reo to its original value, then creditors will plainly lose, to the advantage of 

ebtors, 

One of the most powerful arguments in favor of the double standard is 
founded on the idea that there will not be gold enough to meet alone the 
advancing needs of commerce. Prices, it is said, will fall, and the burden 
of debt will be increased by the demonetization of silver. But there is no 
proof, and not even a probability, that such results will follow. In the past 
thirty years the supply of gold has certainly been excessive, as shown by the 
progressive rise in the cost of living in almost all parts of the world. _The 
same tendency to progressive depreciation of the precious metals has been 
going on, as I have already remarked, for centuries, Should the adoption of 
a gold-metallic currency, in America and elsewhere, tend to slacken this con- 
tinual fall of value for a time there would be nothing to regret in the result; 
but I doubt if it would even do this. 

On the one hand, there is no good evidence of any considerable falling- 
off in the excessive supplies of gold yielding by California and Australia. 
Elaborate calculations have been made to show the inadequacy of the gold 
supply. I am much inclined to agree with the late Mr. Bagehot, who, in 
the course of his excellent evidence concerning the depreciation of silver, 
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said that estimates of the stock of gold and silver were not worth the paper 
they were written on. Even the apparently precise returns of produce and 
amounts transmitted are probably most inaccurate. But, even taking these 
returns, Mr. S. Dana Horton, in his ingenious work on Gold and Silver 
(p. 28), comes to the conclusion that the net annual supply of gold for the 
use of money is twice that of silver—namely, sixty millions of dollars, as 
compared with thirty millions. Now, if we remember that of the whole popu- 
lation of the world, probably two-thirds use silver coin exclusively, and are in 
the habit of melting it up and burying it in the earth, whereas those who 
use gold use silver also for subsidiary currency, I cannot see that there is 
any evidence of gold becoming comparatively deficient. Mr. Horton concludes, 
too, that the present annual addition of new gold is 124 per cent. of the 
total stock of gold money, while that of new silver is only about one per cent. 
of the silver money. So far as such calculations have any weight, they are 
strongly in favor of a gold standard. I may add that Mr. Hellingberry, after 
an elaborate inquiry, carried out for the information of the Indian, Govern- 
ment, comes to the conclusion that the production of gold is much under- 
estimated; that there has been little falling-off in the aggregate yield and 
that there is little prospect of any further falling-off. It should be remem- 
bered, too, that the produce of the Comstock lode consists of gold to the 
extent of forty-five per cent. in value. 

On the other hand, I see no probability that any great nation except the 
United States will soon want a considerable supply of gold. Russia, Italy, 
Austria, Turkey, and other States with depreciated currencies, are not likely to 
coin much gold at present. France already has the largest stock of gold ever 
accumulated in one place and can hardly want more. The Scandinavian 
kingdoms have already exchanged their small bank reserves of silver for gold, 
and their gold currency makes no progress. England already has a currency 
mainly composed of gold coin and cannot want more than the usual annual 
addition, which is probably not the half in reality of what it seems to be by 
the returns. Germany, no doubt, is still absorbing gold, but the quantity 
absorbed is really much less than what is coined. In looking round in this 
way it is difficult to see where any very great demand is likely to arise 
simultaneously with the American demand. No doubt, as I have said, the use 
of gold money will gradually progress, but a costly change of this kind will 
take decades or even centuries of years to carry out. 

Nor will the United States require any very great quantity of gold when 
they resume specie payments upon a gold basis. It is quite a mistake to sup- 
pose that, because a currency is convertible into gold at will it is therefore 
actually converted into gold. In England we have a great quantity of gold 
coin, because there is an absurd prejudice against the use of one-pound notes, 
so that sovereigns must be used as change for five-pound notes. In Scotland 
it is just the reverse, and it is not uncommon for a beautiful gold sovereign 
to be actually refused and a one-pound note demanded instead. In Sweden 
and Norway there has long been in use a well-regulated paper currency, and, 
so far as my own observation goes, there is little prospect of the new gold coin 
beating out the notes. 

So, in the United States the resumption of specie payments does not mean, 
necessarily, that all the notes shall be replaced by gold coins. Gold is not 
really requisite, except for making international payments, and the stock kept 
need not be very much larger than will meet any conceivable demand for 
exportation. Provided that the amount of notes afloat is made to rise or 
fall by the exact amount of gold added to or drawn from the reserve, in the 
manner of the Bank-charter Act and the present German system, it is pos- 
sible to have a currency conforming exactly to the variations of a gold cur- 
rency and yet consisting mainly of paper. 

The resumption of specie payments seems to me to need no heroic measure 
whatever. Already the premium on gold is so low that, if the dollar were 
made coincident with the five-franc piece the paper dollar would be almost 
at par. The difference of about two per cent. would disappear of its own 
accord as trade becomes brisk again. The par having been once established 
it would be possible to begin making specie payments in gold in a partial 
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manner, as is actually done at present by the Bank of France. Payments 
might at first be limited to small sums, or fenced round with such conditions 
and precautions as would prevent any sudden run for gold. After the novelty 
of specie payments was worn off these precautions might be gradually 
abandoned, and convertibility would be achieved without any violent change 
whatever. Nor does there seem to me to be any need to make National 
bank notes convertible to any amount at the bank issuing them. They 
might continue to be convertible into Treasury legal-tender notes, which 
would become convertible into gold at Washington, or such other few spots as 
might be selected for the deposit of the reserve. As gold is really only 
needed for international transactions the reserve should be concentrated and 
not dispersed over a great many local and minor banks. 

Finally, as regards the future American dollar I agree nearly, but not 
entirely, with Professor Francis Bowen. Excepting in a few minor points I 
believe his report to be true and wise from beginning to end, and I trust 
that his recommendations will, for the most part, be adopted. He proposes 
that the dollar shall contain 22.6 grains of gold, so that the five-dollar piece 
may be the exact equivalent of the pound sterling. The choice ought, doubt- 
less, to lie between this and the twenty-five franc piece and those who do 
not yet quite despair of international currency would prefer the latter. In 
this case the dollar would contain 22.40 grains of pure gold, and the Ameri- 
can five-dollar piece, containing about a grain less gold than the sovereign, 
would be preserved in this way from being melted wherever it came into 
competition with the sovereign. It is a law of currency that the lighter coin 
lives and the heavier one goes to the melting-pot. In this way the Ameri- 
can five-dollar piece would probably become the predominant gold coin until 
such time as the English people would see the wisdom of reducing their 
sovereign by two pence, and thus establishing a simple ratio between the Latin, 
American and English currencies. 

But this is a matter only of detail. My principal purpose is accomplished 
if I have adequately expressed the strength of my conviction that, in trying to 
establish a bi-metallic money the American nation would be setting them- 
selves against irresistible natural tendencies so as to insure defeat. For the 
sake of making those richer who are rich already they would be loading 
themselves with heavy metal, which, if it is to be abundant, had better be 
left to other uses or to those eastern nations who are too poor and ignorant 
to employ gold. It is the general rule in commerce to take care of ‘number 
one,” but in bi-metallic money the rule is reversed, and ‘*number one” 
is asked to carry silver coin in order to benefit ‘‘number two” and ‘num- 
ber three.” 


SALE OF COUNTERFEIT NEGOTIABLE BONDS— 
LIABILITY OF VENDOR. 


SUPREME COURT OF THE UNITED STATES—OCTOBER TERM, 1877.. 


UTLEY ef al. vs. DONALDSON é al. 


Defendant, at St. Louis, who had been offered some railroad bonds without 
guaranty as to their genuineness, telegraphed to plaintiff at New York for an 
offer to purchase. Plaintiff telegraphed back offering to take the bonds at a 
named price. On the same day defendant telegraphed to plaintiff—‘t We accept 
your offer.” The bonds were sent to New York the same day, and also a letter 
from defendant to plaintiff, reading thus: ‘‘In accordance with your offer . . we 
replied we accept your offer. . . We should further add that we have purchased 
the bonds from a party strange to us, and not having handled any of the Pacific 
Central we would sell the bonds without recourse as to their being genuine; conse- 
quently please examine them, and upon being found correct telegraph immediately 
(Central all O K). We do not doubt the bonds, but coming to us through strange 
parties, we use this as a precaution and not willing to take any risk.” The plaintiff 
received this letter four days after the telegram, and a few minutes before the bonds 
arrived with a draft for their price. Plaintiff had sold the bonds to arrive, and his 
vendee examined them and pronounced them good. Plaintiff paid the draft, and 
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telegraphed that the bonds were all correct. It was subsequently discovered that 
they were counterfeit, of which fact plaintiff notified defendant in time to have 
enabled him to probably secure himself. 

Held, that the contract for the sale of the bonds was completed by the telegram 
of defendant accepting plaintiff’s offer, and was not modified by the letter subse- 
quently received, and plaintiff was entitled to recover the price paid for them, 

In error to the Circuit Court of the United States for the Eastern District of 
Missouri. Action by vendees to recover the price paid for counterfeit bonds, 
The facts appear in the opinion. 

Mr Justice SWAYNE delivered the opinion of the court. 

This is an action at law, brought by the plaintiffs in error. The case was 
submitted to the court without the intervention of a jury, pursuant to the act 
of Congress of March 3, 1865. 13 Stat. 501. 

The court found specially. 

The question presented for our determination is whether the facts found are 
sufficient to support the judgment. Those facts are neither voluminous nor 
complicated : 

On the 24th of May, 1871, Newman & Havens, bankers, of Leavenworth, 
telegraphed to Nichols, the cashier of the Commercial Bank of St. Louis, to 
‘*get rate for fifteen thousand dollars California Central Pacific Railroad bonds, 
delivered to-morrow.” The defendants offered ‘‘100% ” Newman & Havens 
accepted by a telegraphic dispatch, On the 25th of May Cashier Nichols 
rereived from Newman & Havens the bonds, and also a letter to which they 
said ‘‘the party selling these bonds is waiting here to get the money for them. 
He is an entire stranger to us.” ‘*We desire them sold without any recourse 
on us.” On the same day Cashier Nichols showed this letter to the defendants 
and proposed to deliver the bonds without recourse. They refused to receive 
them on such terms, but offered to take them and pay for them when ascer- 
tained to be good; otherwise to return them. The cashier acceded to this 
proposition. On the same day, May 25th, the defendants telegraphed to the 
plaintiffs, who were brokers in the city of New York, ‘‘ make best bid for fif- 
teen Central Pacifics, quick.” The plaintiffs answered that they would buy at 
102%. Their dispatch to this effect reached the defendants about 10 A mM. the 
same day. The defendants answered by dispatch on that day, ‘* We accept 
your offer.” The bonds were delivered by the cashier to the defendants on 
the 25th of May, and were by them forwarded by express on that day to a 
bank in New York, with a draft on the plaintiffs for $15,375, the bonds to be 
handed over on the payment of the draft. On the morning of that day the 
defendants addressed a letter to the plaintiffs, which is the hinge of this con- 
troversy. It is as follows: ‘*In accordance with your offer for 15 Central Pac. 
Ist mort. bonds, 10214, we replied, we accept your offer, and have forwarded 
them by ex. to Bank North America, with draft attached for $15,375. We 
would further add that we have purchased the bonds from a party strange to 
us; and not having ever handled any of the Pacific Central, we would sell the 
bonds without recourse as to their being genuine; consequently please examine 
them, and upon being found correct, telegraph immediately (Central all O K). 
We do not doubt the bonds, but coming to us through strange parties, we use 
this as a precaution, and not willing to take any risk.” 

This letter reached the plaintiffs on the 29th of May, a short time before the 
draft and bonds were presented. The plaintiffs had sold the bonds ‘to arrive” 
to Rasmus & Lissignoli. They could not be delivered after 2 o’clock. It was 
within a few minutes of that time when the messenger of the bank pre- 
sented himself. One of the plaintiffs went with the messenger to the office of 
their vendees and requested Rasmus to examine the bonds. He did so, said 
they seemed to be correct, and thereupon gave a check for the amount his firm 
had agreed to pay for them. This check was duly paid. On the same day the 
plaintiffs wrote to the defendants, ‘‘the Centrals all correct, and we telegraphed 
you to that effect.” Such a dispatch had been sent. Upon receiving it the 
defendants paid the bank for the bonds, and the money was remitted by the 
bank to Newman & Havens. On the 12th of June information was received 
for the first time in New York or elsewhere that there were counterfeits in 
existence of such bonds. On that day the plaintiffs wrote to the defendants, 
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‘‘look out for counterfeit Central Pacifics; some appeared on market to-day.” 
On the next day the plaintiffs telegraphed to the defendants, ‘‘ Central Pacifics 
sold us probably counterfeit. Bonds shipped to Europe. Can’t hear from them 
for several days.” On the same day the plaintiffs wrote to the defendants to 
the same effect, and said further: ‘‘In case your parties are doubtful it would 
be well to act at once as if the bonds were not genuine. There has been no 
suspicion of counterfeits until yesterday.” On the same day, June 13, the 
defendants replied by dispatch: ‘*We sold without risk. Have purchased same 
day from Commercial Bank, and they from Newman & Havens, of Leaven- 
worth, without risk.” The bonds were counterfeit, and the plaintiffs refunded 
to Rasmus & Lissignoli the amount they had paid. On the 12th of July the 
plaintiffs telegraphed to the defendants, ‘‘the Central Pacifics bought of you in 
May are declared counterfeit. We shall look to you for indemnity.” On the 
same day the defendants replied by telegraph and asked upon what ground it 
was proposed to hold them liable. Some subsequent correspondence took place 
between the parties which it is unnecessary to refer to in detail. The plaintiffs 
asked a transfer of the claim of the defendants, whatever it might be, but with- 
out guarantee, against the bank. This the defendants refused to give. The 
money paid to Newman & Havens by the bank was not called for by the party 
from whom they received the bonds for two or three weeks after the money 
was paid to them. Before examining the case in its strictly legal aspects it is 
proper to make several remarks suggested by the facts as found. 

(1) The defendants sold the bonds absolutely by their dispatch of the 25th 
of May. The qualification insisted upon was by their letter of that date 
received by the plaintiffs on the 29th. If the defendants intended to qualify, it 
should have been done in the dispatch. This would have given the plaintiffs 
notice in time for reflection before the presentation of the draft, might have 
prevented their selling the bonds before the letter was received, and would 
have enabled them to avoid the hurry and confusion incident to the payment 
of the draft and the delivery of the bonds to their vendees. If the draft had 
not been paid at sight it would doubtless have been protested. 

(2) The circumstances attending the purchase of the bonds by the defendants 
are shown in our analysis of the facts of the case. The statement in the letter 
upon the subject is not accurate. 

(3) They refused upon any terms to put the plaintiffs in their place with 
respect to any claim they might have against the Commercial Bank. 

(4) They were notified on the 12th of June that the bonds were counterfeit. 
If they had thereupon at once caused Newman & Havens to be advised also, it 
is not improbable that the latter would have retained the funds, and thus have 
saved from loss all the honest parties through whose hands the bonds had 
passed. The defendants failed to take any step whatever in this direction. 

It cannot be questioned that the dispatches between the parties on the 25th 
of May constituted a complete contract of sale, upon the condition or with an 
implied warranty, which it is not material here to consider, that the bonds 
were genuine. Norcan it be doubted that if the bonds had been delivered 
without any thing further occurring, the defendants, upon the bonds proving to 
be counterfeit, would have been liable in this action. Taylor v. Merchants’ 
Fire Ins. Co., 9 How. 390; Benjamin on Sales, 56; yx vs. Allen, 57 Penn. 
St. 482; Webb v. Odell et al., 49 N. Y. 583. 

Was this contract changed so that this condition or warranty was waived by 
the plaintiffs? In other words, did the letter of the defendants propose the 
modification insisted upon, of the pre-existing contract, and if so, did the plain- 
tiffs agree to it, and accept the delivery of the bonds accordingly? 

We pass by without remark the plaintiffs’ propositions that the alleged modi- 
fication was within the statute of frauds, and could not therefore be effectually 
accepted otherwise than in writing; that there was no consideration for such 
an agreement, and that, if made, it was contrary to public policy and therefore 
void. The view which we take of the case renders it unnecessary to consider 
either of these points. 

The first sentence of the letter relied upon by the defendants recognizes 
distinctly the contract as made by the dispatches. The defendants say: ‘In 
accordance with your offer for 15 Central Pac. Ist mort. bonds, 102%, we 
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replied, we accept your offer, and have forwarded them by ex. to Bank North 
America, with draft attached for $ 15,375.” 

This standing alone would have been a mere carrying out of the contract as 
made, and as it must have been understood by both parties. The stress of 
the case is upon what follows. The letter proceeds: ‘*We would further 
add that we have purchased the bonds from a party strange to us.” They had 
in fact bought them from the Commercial Bank, but were not to take them 
unless genuine, and were not to pay for them until found to be so. Next: 
**And not having ever handled any of the Pacific Central, we would sell the 
bonds without recourse as to their being genuine; consequently lease exam- 
ine them, and upon being found correct telegraph immediately (Central O K),” 
The phrase, ‘‘we would sell without recourse,” considered in the light of 
the context and the circumstances, may well be interpreted to mean that the 
writers would frefer or “ke so to sell, if it could be done. This view 
derives support from the succeeding member of the sentence, ‘‘please exam- 
ine,” etc. Examine for whom? It is not said examine for yourselves. The 
language employed is usual where the thing asked is for the benefit of the 
asker, but not where it is for the benefit of the party addressed. Lastly, it is 
said: ‘*We do not doubt the bonds, but coming through strange hands we use 
this precaution, and are not willing to take risk.” This is consistent with the 
construction we have given to the preceding clause. If the examination the 
plaintiffs were requested to make showed clearly that the bonds were not 
counterfeit, then there could be no risk, whether the sale was with or without 
warranty of genuineness. In connection with these views it is to be observed 
that while the bonds and draft were sent on pursuant to the original con- 
tract, which is distinctly recognized, it is not said in the letter in plain terms, 
such as would naturally have been used if such had been the intent of the 
writers, we will sell only at your risk as to genuineness. We will not guaranice 
it—examine for yourselves. If the bonds are counterfeit, and you take them, the 
loss will fall ugon you, and not upon us. If this language, or terms equally 
clear and explicit, had been used, the case would have presented a very differ- 
ent aspect. ‘* Every intendment is to be made against the construction of a 
contract under which it would operate as a snare.” Hoffman vs. Aina Ins. 
Co., 32 N. Y. 405. 

Upon the whole letter, considering what it does and what it does not con- 
tain, we are unable to come to the conclusion that the defendants intended to 
require that the modification since insisted upon should be made, and to make 
such modification the condition upon which the plaintiffs should take the bonds, 
if they took them at-all. This result leaves the rights of the parties as they 
were under the original contract, and entitles the plaintiffs to recover. 

But conceding for the purposes of this opinion that the letter did contain 
such a proposition or annunciation as is insisted upon, then the inquiry arises 
whether it was so understood and agreed to by the plaintiffs. 

There can be no contract without the mutual assent of the parties. This is 
vital to its existence. There can be none where it is wanting. It is indispen- 
sable to the modification of a contract already made, as it was to making it 
originally, where there is a misunderstanding as to any thing material, the 
requisite mutuality of assent as to such thing is wanting. Consequently the 
supposed contract does not exist, and neither party is bound. In the view of 
the law in such case there has been only a negotiation, resulting in a failure 
to agree. What has occurred is as if it were not, and the rights of the 
parties are to be determined accordingly. 

In Phillips vs. Bistotti, 2 B. & C. 511, the defendant was a foreigner and 
understood the English language imperfectly. Certain jewelry was struck off 
to him at auction for 88 guineas. He was sued for that amount and set up as 
a defence that he thought he had bid 48 guineas. Abbott, Chief Justice, 
left it to the jury to find whether the mistake had actually occurred, ‘‘as 
a test of the existence of the contract.” Benj. on Sales, 43. 

In Baldwin et al. vs. Middleburgher, 2 Hall, 176, the defendant bought mer- 
chandise of the plaintiff, and it was agreed that it should be paid for by the 
note of a third person payable to the defendant, to be by him indorsed to 
the plaintiff. After the goods were delivered the note was tendered, indorsed 
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without recourse. The plaintiff refused to receive it, insisting that the agree- 
ment was that the note should be indorsed without this qualification, and there- 
upon brought the suit. The court left it to the jury to find whether there was 
a misunderstanding between the parties as to the manner of the indorsement. 
The jury so found, and it was held that the plaintiff was entitled to recover as 
if there had been nothing said about the note, there being no such assent 
of the two minds as was necessary to make a contract in relation to it. 

In Coles vs. Browne, 10 Paige, 526, a block of lots was struck off at auction 
to the defendant. The plaintiff insisted and proved that the sale was of the 
lots separately. The defendant insisted that his bid was for the entire block 
as one parcel, and that he so understood the premises to be offered and sold. 
The vendor instituted the suit for specific performance. The evidence ren- 
dered it doubtful whether the defendant’s allegations as to his understanding 
and bid were not true, and upon that ground the chancellor dismissed the bill. 
If there was a misunderstanding on the subject between the parties, there was 
clearly no contract. See, also, Calverly vs. Williams, 1 Vesey, jr., 210; Saltus 
vs. Pryn, 18 How. (N. Y.) Pr. 512; Bruce vs. Pierson, 3 J. R. 526; Crane 
vs. Portland, 9 Mich. 493; 2 Parsons on Cont. (4th ed.) 475, e¢ seg. 

It is essential to the validity of a contract that the parties should have con- 
sented to the same subject-matter in the same sense. They must have con- 
tracted ad idem. Hazard vs. N. E. M. Ins. Co., 1 Sumn. 218. 

‘‘Where a written agreement exists and one of the parties sets up an 
arrangement of a different nature, alleging conduct on the other side amounting 
to a substitution of this arrangement for the written agreement, he must clearly 
show not merely his own understanding as to the new terms of arrangement, 
but that the other party had the same understanding.” Darnley vs. The Pro- 
prietors, ett., 2 L. R., H. L. Clark, pp. 43,60. 

The plaintiffs were not asked to assent expressly with respect to the waiver 
of the warranty, if it were demanded, and made no such answer. They were 
asked to ‘‘please examine,” etc., and to telegraph the result. This they did. 
The dispatch was wholly silent as to any thing else. That they understood 
the waiver was demanded as a sine gua non in no way appears, On the other 
hand, the contrary is clearly manifest. The moment they had reason to 
apprehend that the bonds might be counterfeit they notified the defendants, 
and as soon as it became certain they were so, the defendants were advised of 
the fact and that they would be looked to for indemnity. The defendants 
denied their liability by reason of their letter. In due time this suit was 
brought. Conceding that both parties have acted in good faith, it is clear 
that there was a misunderstanding between them as to the meaning and effect 
of the letter, and that the plaintiffs never understood and agreed to it as it is 
now interpreted and insisted upon by the defendants. The aggregatio mentium 
requisite to give that interpretation effect was, therefore, wanting. 

To constitute the abandonment of a contract the act must be mutual. odin- 
son vs, Page, 3 Russ. 122. 

It has been held that to make a negotiation for the modification of a 
contract effectual, it must appear that it was the intention of the party propos- 
ing it wholly to abandon the original contract, if the modification proposed 
were not assented to. J/urray vs. Harway, 56 N. Y. 347; Robinson vs. Page, 
supra, 

‘*A waiver of a stipulation in an agreement, to be effectual, must be made 
intentionally and with knowledge of the circumstances.” Darnley vs. The Pro- 
prietors, etc., supra, pp. 43-57; Howard et al. vs. Carpenter, 2 Md. 259. 

When one party assents to a contract, relying upon the representations of 
the other, his assent is given upon the condition that the representations are 
true. Duncan vs. Hoge, 24 Miss. 671. 

Upon the whole case we are of opinion that the judgment of the court 
below should be reversed and a judgment entered for the plaintiffs in error, 
and it is so ordered. 

The proper mandate will be sent to the Circuit Court. 

_ Mr. Justice Davis did not hear the argument in this case and took no part 
in its decision. 

Strong, Clifford and Hunt JJ., dissented. 
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CONVENTION OF THE AMERICAN BANKERS’ 
ASSOCIATION. 


[ Reported expressly for the BANKER’s MaGazine.} 
First Day.— Wednesday, Sept. 12, 1877. 


" The Convention was held at Association Hall, corner 23d Street and Fourth 
Avenue, New York. The first session began on Wednesday, September 12th, 
and was opened at II A. M., by the President, Hon. CHARLES B. HALL of 


Boston, who said : 

Gentlemen of the Convention: This is the time and place for the annual 
meeting of our Association which is called by order of the Executive Council 
and in the manner prescribed by the Constitution. I will read you the call 


for this meeting. 
New York, 11 August, 1877 

Dear Sir,—You are respectfully invited to attend the Annual Convention of our Associa- 
tion, to be held in this City on the 12th, 13th and 14th of September next. The objects 
of the Convention are of such vital importance that every individual connected with the 
banking business, either as an officer, a shareholder, a director or a dealer, is personally 
interested ; and it is desirable that a large delegation should attend from all parts of th: 
United States. The time has arrived when our banks and bankers must recognize the neces- 
sity of acting together and of cultivating a closer union for great common objects, conducive 
alike to the recuperation of business, the improvement of public and private credit, and the 
general prosperity of the country. We intend to send you, in a few days, a copy of the 
addresses and proceedings of the delegation from this Association before the Committee of 
Ways and Means at Washington, last February. ‘The subjects of this report are of such 
magnitude in relation to the financial and industrial, the agricultural and manufacturing 
interests of the country, that a conspicuous place will, no doubt, be given to them in the 
programme of our Annual Convention. 

You will receive further information as to the topics and the speakers when our Committee 
of Arrangements have perfected their plans. Never has there been a period in the fiscal 
history of this country when, as since the war, the banks have been singled out for heavy, 
disastrous, and discriminating taxation. In 1865, when the corresponding war taxes on other 
interests were removed the war taxes of the banks ought also to have been taken off. We 
are informed by congressmen of influence that if we had joined the other suffering interests 
in appealing to Congress we should undoubtedly have obtained relief. We neglected to do 
so; and the consequence is that the taxes of the Federal Government upon the banks, and 
through them upon the business community, are almost the only surviving relics of those 
special taxes which it was designed to sweep away at the close of the war. 

Besides this vital question of tax repeal, which is so necessary for the prosperity of busi- 
ness and for the very existence of our banks in many parts of the country, there are other 
practical subjects which will, of course, claim the attention of the Convention. Prominent 
among these is the unrestricted power to issue municipal, county, and other bonds, by which 
heavy burdens of taxation are being foisted upon the people. These burdens are now s« 
galling as to be a frequent menace to our public credit at home and abroad. Unless some 
i :dicious restrictions can be devised to stop these reckless issues of bonds the outcry in 

vor of repudiation will be oftener heard in the future; although it is evident to any reflect- 

g citizen that the issuers of such bonds are the men who should be punished, and not 
tue honest holders who have given their money in good faith for them. 

In introducing the various discussions during our three days’ sessions addresses will proba- 
bly be given by ‘eminent men on the remonetization of silver, on the resumption of specie 
payments, and on the union of the banks for the refunding of the debt: as well as on other 
subjects illustrating the powerful influence of the banking system upon public and private 
credit, and the financial evils which, by injuring our banking efficiency, inflict a corresponding 
harm upon all kinds of trade and industry. 

We shall be glad to hear from you on any of the foregoing topics at your earliest con- 
venience. The present circular is chiefly intended as a preliminary announcement of mat- 


ters upon which we wish to consult you. 
Yours truly, JAMES BUELL, Secretary. 


Allow me to congratulate you, gentlemen, on the number of delegates 
present. I expect it will be largely increased during the day, and I think 
the questions to come before this Convention will show an increasing inter- 
est in matters that are really vital to the banking and commercial interests 
of the whole country. We have been through for several years a term of 
sadness and depression which has affected all the principal business interests 
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of the country. I believe, gentlemen, that we have passed over the bottom 
line of this sadness of spirits and depression and shrinkage of values. The 
crops all over our country, which are the smiles of a divine Providence are 
immense, and all that is not wanted by us will be wanted by other coun- 
tries, to be paid for at fair prices which will give to us as a nation large 
gains. I think you will all agree with me, that the general business of the 
whole country begins to move and improve. I will not anticipate the busi- 
ness of the Convention by discussing the subjects that will probably come 
before it, but you will allow me to say and express the hope that our delibera- 
tions will be such and that our resolutions will be such that they will com- 
mend themselves to the people of the whole country and especially to the 
Congress of the United States. I think we need some legislation, which you 
can indicate perhaps, that will in its own good time give us permanent specie 
payment—some legislation that will remove the burdensome, unjust, and double 
taxation which now rests on the whole banking interest of the country—some 
legislation that will remove forever the nuisance act of a two-cent stamp on 
bank checks. With judicious legislation and economy as individuals and as a 
nation I think we shall move on, the business of the country will move for- 
ward steadily at once and we shall increase in numbers, in wealth and in pros- 
perity. Let us then, gentlemen, all of us, in whatever capacity we occupy, as 
individuals or as public officers, do all in our power on all occasions, to hasten 
that happy day. (Applause.) The next matter on the calendar, gentlemen, 
prepared by the Executive Council, is the Call of the Roll of the Convention. 
What is the pleasure of the Convention ? 

Mr. McMICHAEL, of Philadelphia—I move that, as the names are all 
recorded in the book prepared for that purpose and as it will take a good deal 
of time, the calling of the roll be dispensed with. 

This proposition being seconded and carried unanimously, the Chairman said: 
The next matter is the Report of the Executive Council and the Report of the 
Treasurer. Is the Executive Council ready to report? Mr. BUELL, Secretary, 
will report for the Council. 


REPORT OF THE EXECUTIVE COUNCIL. 


Pursuant to the resolutions passed at the Convention at Philadelphia last 
year and to the Constitution then adopted the Executive Council of nine 
organized without delay for the work devolving upon the Association. At their 
first meeting Mr GEORGE S. COE was unanimously appointed Chairman, Mr. 
JAMES BUELL, Secretary, and Mr. GrorRGE F. BAKER, now President of the 
First National Bank of New York, was appointed Treasurer. Between 
September and December 17,20c letters were sent out and received in con- 
nection with the Treasurer’s office, and 17,784 letters in connection with the 
Secretary's office. The total correspondence during these three months was 
thus 34,984 letters. Since that period 37,411 letters have been sent out and 
received, making a total for the year of 82,395. In addition to this private 
correspondence articles have been extracted from the New York newspapers 
and from many newspapers of the interior, and have been reprinted in slips for 
the information of our members and their representatives in Congress and of 
the newspaper press in various parts of the country. The number of these 
slips which have been circulated during the year is 201,838, each slip usually 
containing from one to three editorial articles on topics connected with bank 
tax reform and other vital questions regarding the solvency and stability of our 
financial system. Besides this branch of its labors the Executive Council have 
issued and put in circulation 95,840 newspapers, pamphlets and journals. 

Another department of the labors of the Executive Council has been to act 
directly upon the members of Congress so as to inform their minds and to 
remove certain prejudices which in some quarters have existed and still exist 
to the detriment of our banks, and especially in regard to bank taxation. 
Recently it has been the continual effort of the Council to lead the mem- 
bers of our Association and all other bankers and bank officers throughout the 
country to speak personally to their members of Congress or to write to them 
for the purpose of giving them full, accurate information as to the pressure of 
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bank taxation and the mischiefs which it is inflicting upon the commerce and 
industry of the country. Last February a bill was prepared by the Executive 
Council, in concert with the Comptroller of the Currency, for the repeal of bank 
taxation. In order to present this proposed law in its true light before the 
Committee of Ways and Means a deputation was sent to Washington, who had 
an interview with the Committee on the 7th February and presented various 
arguments in favor of the bill, a copy of which has been sent to every mem- 
ber of Congress and to every bank and banker and to every savings bank, 
Trust Company, Chamber of Commerce and Board of Trade in the United 
States. But for circumstances, to which we need not now refer, it is believed 
that we should have succeeded in obtaining relief; had Congress had time to 
have discussed the bill, some favorable action would probably have been 
secured. During the coming Session it will be necessary to renew the 
labors of the Association in this respect and push them forward with the 
utmost vigor. 

Another of the numerous methods adopted by the Executive Council for 
strengthening the organization of the Association has been by the visits of the 
Assistant Secretary to various parts of the country, especially the West, in order 
to promote unity of effort and to aid in the attainment of the utmost activity in 
the prosecution of our work. The results of these labors, so far as they have 
been prosecuted, have been such as to afford encouragement to continue and 
extend them. 


In concluding their report the Executive Committee desire to call the atten- 
tion of the Convention to the proposed amendment of the Constitution. It was 
submitted, prior to the last meeting of the Executive Council, on the 3d July, 
by Mr E. B. Jupson, President of the First National Bank of Syracuse. It 
proposes the amendment of section 3 of the Constitution, increasing the num- 
ber of members constituting the Executive Council. 


Mr. JUDSON, in moving the adoption of the report, suggested that the Execu- 
tive Council of twenty-one should appoint a sub-committee of five. This 
arrangement would give at all times a quorum. The same end would be 
gained if it were arranged that in the Executive Council the quorum should be 
five. Either way would probably answer the purpose equally well. 


The CHAIRMAN—Gentlemen, you hear the report of the Executive Council 
through their Secretary, what is the pleasure of the Convention? The report 
was unanimously accepted. 


The CHAIRMAN—The report of the Treasurer, Mr. BAKER, is next in order. 


The Treasurer’s report was then read. It showed a balance from last report 
of $557.21 to the credit of the Treasurer. Besides this sum, the dues received 
from members during the year amounted to $17,389; thus the total receipts of 
the year were to $17,946.21. The disbursements of the year were as 
follows: Postage, printing and stationery, office expenses and expenses of Execu- 
tive Council attending meetings, visiting Washington, &c., $ 2,011.94; rent of 
office, $875; expenses Annual Convention at Philadelphia, $1,210.60 ; salaries 
and clerk hire, $2,786.66. Thus the total disbursements were $12,721.69, 
and the balance in hand $ 5,224.52. The report further showed that, in addi- 
tion to the foregoing disbursements, there are bills not yet provided for—station- 
ery, printing, &c., amounting to about $1,800, and the expenses of this Con- 
vention, which, when paid, will leave a balance of only $1,000 or $1,500 in 
the Treasury, The report was signed by GEORGE F. BAKER, Treasurer, and 
countersigned by the Auditing Committee, EDWARD TYLER and J. W. LOCK- 
WooD, these two gentlemen having been appointed for that purpose at the 
meeting of the Executive Council, July 3d, 1877. 

On the motion that the report be accepted, Mr. J. S. Norris, of Baltimore, 
asked whether the report had been examined by the Auditing Committee? 

The TREASURER—Mr. Lockwoop and Mr. TYLER, the Auditing Committee 
appointed by the Executive Council, have examined this report and the vouchers 
of payment, and found them correct. It is signed by EDwarp TYLER, and J. 
W. Lockwoop. The report was then accepted. 
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The CHAIRMAN—The next matter on the calendar is the election of officers 
for the ensuing year. 

Mr. COLEMAN, of Troy.—I move that a committee of five be appointed by 
the Chair to report a list of officers of the Association for the ensuing year. 

This motion being carried, the Chair appointed the following gentlemen to 
serve on the committee: Mr. THOMAS COLEMAN of Troy, Mr. Roya. B. 
ConANT of Boston, Mr. WILLIAM H. RHAwN of Philadelphia, Mr. WILLIAM 
G. DESHLER of Columbus, and Mr. LoGAN C. Murray of Louisville. 


Mr. RHAWN of Philadelphia—I would like to enquire whether it is proposed 
to amend the Constitution increasing the Executive Council from nine to 
twenty-one? If so we can do it now before the committee reports, 


The CHAIRMAN—That amendment to the Constitution will come before the 
Convention after the election of officers. 

On the return of the Committee on Officers Vice-President BENNINGTON of 
New Jersey took the Chair at the request of President HALL, and Mr. CoLe- 
MAN presented the committee’s report to the Secretary, who read it, when it 
was unanimonsly accepted. [The list of officers which it contained will be 
found on page 316 of this No. of the BANKER’s MAGAZINE. | 


President HALL, resuming the Chair, then said—Gentlemen of the Conven- 
tion—I desire to tender you my warmest thanks for this renewal of your 
kindness and courtesy. I know there are many gentlemen before me much 
more competent and able to perform the duties of this office than I am, but 
as it has been your pleasure to re-elect me to the office I will accept it and 
its duties and I pledge you my best efforts to perform them as I best may to 
your satisfaction. ( Applause. ) 

The Chair understands that the adoption of this report carries with it, ‘‘on 
the supposition that there will be an amendment to the Constitution,” the fill- 
ing of those places by the committee already chosen. The next matter on 
the calendar I should say was the matter recommended by the committee to 
amend the Constitution. The proposition which was presented by the com- 
mittee is to strike out the word ‘‘nine” and insert ‘‘twenty-one.” This prop- 
osition after a brief debate was unanimously adopted. 

The CHAIRMAN—The next matter in the order of business is the introduc- 
tion cf any resolutions or motions not reported on, or not presented by the 
committee. Has any gentleman anything to present under that article on the 
calendar? As there is no business under that head we will pass on to the 
next matter which is the Question of Resumption. On that question there are 
gentlemen who are ready to speak. The first name on our published pro- 
gramme is that of ex-Governor WoopFORD. He is not present at this moment, 
but a gentleman who is here has signified his readiness to address the Con- 
vention. I have the pleasure to introduce to you Sir FRaNcIs HINcKs, of 
Canada. ( Applause.) 


ADDRESS OF SIR FRANCIS HINCKS, 


After a brief and very interesting sketch of the rise, progress and present 
condition of the Canadian banking system with the arrangements for the issue 
of bank notes and Dominion notes Sir Francis Hincks said : 

I fear that I have occupied too much time with these preliminary observ- 
ations, which I have made in accordance with a suggestion from your Secre- 
tary. The immediate subject for present discussion is the resumption of specie 
payments, and I can assure you that it is one in which your Canadian neigh- 
bors feel a very deep interest. I have long observed, with regret, that the 
advocates of an inconvertible paper currency are both numerous and active, 
while on the other hand the advocates of resumption seem to be quite dis- 
united. I am not an inattentive observer of what is going on among you, but 
I confess that I am wholly unable to discover how the opponents of resump- 
tion expect to realize the advantages which it is their object to attain. They 
profess to apprehend that the consequence of resumption would be a contrac- 
tion of the currency, the effect of which would be to limit the loaning power 
of the banks. Now I apprehend that the loaning power of the National banks 
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is limited precisely as it is with us—by the amount of their capital, deposits 
and circulation. It is the interests of banks to loan as much as they can do 
with safety. If the National banks were enabled to issue inconvertible notes 
very much at their discretion, as the old chartered banks were during the 
suspension of 1837, there would of course be an increase to their loaning 
power; but under the present system the National banks cannot increase 
their circulation, and it really is unimportant to them whether they are bound 
to redeem their liabilities in convertible or inconvertible legal tenders. I 
believe that the tendency of resumption would be to increase the loaning 
power of the National banks. I assume that it is found profitable to issue 
National bank notes on the present basis, otherwise they would not be issued. 
Now I believe that the tendency of resumption would be to cause a con- 
siderable substitution of National bank notes for legal tenders. Under the 
present system there cannot be a redundant issue of National bank notes, 
and on the assumption that there is a redundant issue of legal tenders, such 
issue does not increase the loaning power of the banks, and as no com- 
mercial paper is held against it, its increase or diminution would only be felt 
in an increase or reduction of the premium on gold, which is, and must con- 
tinue to be notwithstanding any legislation in a contrary direction, the real 
measure of value. The legal-tender circulation is at present about three 
hundred and fifty millions. If it were reduced, by any means, to three hund- 
red millions gold would probably be at par. If it were increased by fifty 
millions there would te a considerable increase in the premium on gold. If 
a bi-metallic standard were adopted gold would be at a higher premium than 
it is at present, but it would not cease to be the real standard. Among the 
advocates for resumption there are some who desire to withdraw the legal 
tenders entirely from circulation. It seems probable that this proposition is 
supported in the interest of the National banks. My own conviction is that, 
under such a system as we have in Canada, the National banks as well as 
the people at large would materially benefit by the retention of legal-tender 
circulation. The chief object of maintaining that circulation is to economize 
the use of gold or silver, if the latter standard should be adopted. If the legal 
tenders were withdrawn every bank in the United States would have to keep 
its reserves in coin to meet its liabilities on demand, although in practice the 
City of New York is the National clearing centre of the United States, as 
London is for the United Kingdom. The cost to the nation of maintaining 
these coin reserves would be enormous, but the inconvenience wouid be felt 
even more, and this would be intensified if it should be necessary to move 
silver instead of gold. I believe that if all rivalry between the Government 
and the National banks could be removed the convenience to the latter -of 
the legal-tender notes would induce them to withdraw all opposition to their 
issue. That it is possible to avoid rivalry our Canadian experience places 
beyond a doubt. Were it not for the small note issue, for the surrender of 
which our banks got an equivalent in the abolition of the bank tax, a Gov- 
ernment note would never be seen by the general public in Canada. The 
notes from $50 to £1,000 are held by the banks as reserves, and constitute 
a much more convenient instrument than coin for settling balances. I think 
that in the United States it would be desirable that a mutual understanding 
should be arrived at between the Treasury and the banks to the effect that 
the former would issue no notes between either S1co, or $50, and a small 
denomination under $5. The National banks should be satistied, I think, 
with the circulation of notes of $5 and upwards. The practical effect would 
be that the Government note circulation would be limited to the require- 
ments of the banks for reserves, and the notes under $5. I believe that 
the effect of such a plan as I have indicated would be to increase the 
National bank circulation and thereby the loaning power of the banks, and 
to give the nation a bank-note currency superior to that in any country in 
the world. 

I am aware that during the last two years there has been a reduction in 
the National bank capital, and this would lead to the inference that new 
capital would not be subscribed even if it were to lead to an extended circu- 
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lation. I do not think such an inference would be correct. The reduction of 
capital I attribute to the policy of the Government which is driving capital out 
of banking by excessive taxation. If National bank notes were obtainable on 
a deposit of four-per-cent. bonds, I believe that they would be applied for, 
and take the place of legal tenders to a considerable extent. I have not 
adverted to the mode of effecting or preparing for resumption, and I labor 
under the disadvantage of being unaware of the impediments in the way of 
a gradual substitution of United States interest-bearing bonds for any redundant 
issues. The price of gold would lead to the inference that the legal-tender 
issues are not much, if at all, in excess of the public requirements. Monthly 
sales of United States four-per-cent. bonds for legal tender would soon bring 
them to par, and, if my opinion should prove correct that after resumption 
National bank notes would take the place of legal tenders to a considerable 
extent, the practical effect would be that United States bonds would be 
deposited for such increased National issues, and would replace the present 
legal tenders. If it were ascertained, as it soon would be under a convertible 
system, what amount of legal tenders would be required for public convenience, 
there would be no difficulty in maintaining an adequate reserve of coin at the 
office of redemption, which should certainly be in New York and not in Wash- 
ington. I may here observe, that in times of panic which, it may be feared, 
will occur from time to time in all countries where extensive credits are given, 
there would be less danger of large demands for gold in redemption of legal- 
tender notes in the United States than in England. In the United States, and 
in Canada likewise, each bank keeps an adequate reserve to meet its liabilities, 
and would, for its own sake, endeavor to keep that reserve as strong as pos- 
sible. Ia England it is admitted by all the best writers on the subject that 
the banks generally rely on the Bank of England to carry the commercial 
classes through a panic. That bank is the custodian of the national reserve, 
and any cne who examines the bank’s statements a week or two before the 
Overend, Gurney & Co. failure in 1866 and those a fortnight later, will at 
once perceive what a load that bank is obliged to carry at a period of finan- 
cial embarrassment. In America the burden would fall on the banks generally, 
and would certainly not be so embarrassing. I have, I fear, trespassed too 
long on your attention, and have to offer my apologies for the defects of this 
paper, which I have had to prepare quite unexpectedly and without having had 
any opportunity to consult authorities. I must, therefore, throw myself on your 
indulgence and have to thank you for the opportunity of being present on such 
an interesting occasion, 

Mr. Hayes, of Detroit, was then called upon and said: I can only offer what 
seems to me a business view of resumption. And that is: whenever our debts 
are large our ability to pay must be correspondingly large, and whenever we 
exceed our ability to pay we have got to continue upon credit. Now we 
have in National bonds, bonds of railway companies and bonds of municipali- 
ties, all told, in round numbers, about $6,000,000,000, the interest of which 
is payable in coin. When those bonds are issued to the public, and the pub- 
lic become the owners of those bonds, it is beyond the power of any legis- 
lation to say who shall own the bonds, because they are individual property, 
So long as those bonds are held in the United States, so long the specie 
payment of interest must, as a matter of necessity, remain in the country, 
Therefore. if we have no real demand for specie beyond our power to pay 
we certainly have the power to pay, and if the total amount to be paid 
is $ 360,000,000 altogether, and we could so arrange that we could pay 
$1,000,000 a day, $1,000,000 would be all that we should require, and a 
single million of dollars would be sufficient for returning to specie payments, 
probably to-morrow. 

The present time is one that is very favorable to the resumption of specie 
payments, because the balance of trade is very largely in our favor. The 
economy of the country is such that they do not favor the importation of very 
large quantities of expensive goods. Therefore, with the balance of trade in 
our favor and with the production of our mines, all together we are accumu- 
lating a specie basis that will enable us to resume specie payments unless 
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something should occur by which that arrangement shall be overthrown. 
Therefore the law for resumption of specie payments in 1879, from present 
indications, seems to be likely to be carried out. (Applause.) Simply because 
we shall be in a position, it will be within our power to carry it out, pro- 
vided that we continue in the same channel that we are now moving in. But 
that law, under other circumstances, could be nothing more nor less than a 
legal prophecy that on that day we would be able to return to specie pay- 
ments. I hold that while we can possibly be able to do that, the fixing of 
a time to return to specie payments depends entirely upon our power to 
resume. We cannot legislate that all the rest of the world will be at peace 
with us, and that we shall have good crops, and that other nations shall be 
at war among themselves, by which we get large returns for those crops and 
accumulate the power of returning to specie payments. If the thing were 
otherwise, and we were to be called upon to resume specie payments when 
we had disturbances among ourselves, with short crops and the balance of 
trade against us, you can all see that it would be utterly impossible. There- 
fore [ hold that while we are now in a position to resume, the fixing of a day, 
as fixed by Congress, should be maintained by all the influence that the banks 
of the community can bring to bear upon it. (Applause.) But that if we 
should fail to do that, then it would be a misfortune perhaps that the day 
was fixed. 

An interesting and elaborate address on Resumption was then given by Mr. 
JoserH C, Gruss. Hon. STEWART L. WooprorpD was then introduced by the 
Chair and after some introductory remarks spoke as follows on Resumption : 


HON. STEWART L. WOODFORD ON RESUMPTION. 


The point that I would have you consider is this: 

The chief present legal hindrance to resumption of specie payments is the 
partial legal-tender quality of the National bank bill. This quality is broader 
than is generally supposed. I. It is legal tender in all payments to the 
National Government, except for custom duties. II. It is legal tender in all 
payments from the National Government, except gold interest on the gold debt. 
III. It is legal tender in all payments to and between the National banks and 
hence it is practically legal tender in all payments by the National banks. To 
be sure, legal tenders are required by your clearing houses in this and some 
other cities, but this is a voluntary agreement. IV. Practically, the only 
restriction upon the legal-tender quality of the bank note is in payments by 
National banks to individuals who are not depositors and by individuals to their 
fellows. But inasmuch as the law compels every bank and the Government to 
take these bills, of course individuals are very ready to take them. So that 
this restriction amounted to nothing. Thus, the legal-tender currency of the 
country is practically augmented by the volume of the National bank currency. 
This is wrong in law. Why? 

The Constitution does not allow even the Government itself, in time of peace, 
to stamp new and additional issues of paper with the quality of legal tender ; to 
make a forced loan and clothe that loan with the power of money. There are 
very few of you who believe that the Government can, to-day, increase the 
volume of the legal tenders beyond the present limit. I might safely say that 
there are none of you who believe that this could be done in excess of the 
limit of 400 millions; that being, I think, the outside limit authorized during 
the war, when all war powers were in force And yet the law to-day permits 
an issue of bank notes whose outside limit is ninety per cent. of the entire 
bonded debt of the country, and clothes that issue with enough of legal-tender 
quality to make it practically just as good as the greenback. The Government 
cannot to-Cay print one paper dollar in excess of the possible limit of 4co0 mil- 
lion and make me take it. Yet it authorizes the banks to issue more than a 
thousand millions of paper dollars, each one of which it compels me to take in 
payment of ail debts due from the Government, except gold interest on the 
gold debt. Thus, what the sovereign cannot legally do the subject may. The 
strange spectacle is presented of a creature more powerful than its creator. A 
corporation, which is solely the child of the law, can make that paper to be 
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money in dealings between the Government and myself which the Government 
could not itself so make. 

Have I made my meaning clear as to my understanding of the law? I will 
say deliberately that I do not believe that the National Bank Law is constitu- 
tional, in so far as it confers this power on banks to issue paper and makes 
that paper legal tender for any purpose, except in payment of it to the bank 
that issued it. It is wrong in morals, because it accustoms the people to loose 
ideas of governmental powers ; it expands undeserved credit ; it fosters specula- 
tion; and- confirms men in the habit of calling soap bubbles realities. In a 
word, it strengthens and perpetuates the fallacy that a paper promise is in fact 
money. It hinders redemption of bank bills in greenbacks, by largely removing 
reasons therefor. It thus tends to keep bank currency afloat by force of the 
artificial power of statute law, rather than by the natural forces of business. It 
sets aside the great, universal and only safe law of supply and demand. It 
thus stores excessive amounts of currency at the great money centers, which 
ought to be back in the vaults of the banks that issue, ready for use by the 
local dealers. It denies just supply to the dealer at home and it tempts alike 
the bank officer and speculator at New York and Boston and Philadelphia, 
by providing here a surplus supply of money that regular mercantile business 
does not need and cannot use. 

What we need to have our people taught is this—That money is the 
measure of value. That under our National Constitution it is only Congress 
that can provide this measure and that the only money which Congress can 
provide is that which it can coin. That the greenback was printed as the 
supposed sad necessity of the war. That with returned peace its promise should 
be kept. That a bank note is only the promise of the bank to pay so many 
dollars. That such promise is good when kept and bad when broken. 
That your bank promise is no different in kind from my personal promise. 
That it is only better than mine because it is secured by the pledge of 
public stocks. That it is only entitled to such circulation and acceptance as 
its value and the value of its security give. That always and everywhere no 
man need take it unless he will; and that when he wishes it redeemed he 
can always have it redeemed on presentation. 

You complain of excessive taxation and possibly your complaint is very 
just. For one, I think it is unwise to tax banking capital or any honest 
business so highly as to force capital to seek other investment. But while 
you make this complaint you hold and use the sovereign power—the highest 
sovereign power—of issuing paper, which I am compelled to accept from 
the Government as money, whether I will or no. If all artificial helps 
towards keeping your bills afloat were taken away, then redemption would 
be more surely and quickly enforced. The use of the greenback as a 
redeeming medium would be increased and its value would be proportionally 
augmented. All temptation to excessive issue of bank currency would be 
removed, Just so much would be kept afloat as business required—no more, 
no less. Free banking has already gone far towards solving the currency 
difficulties. Let it be absolutely free ; free from government nurture and the 
false stimulant of unwise and unjust law; free from excessive taxation, and 
then trade and labor will work out their own good. Let banking be free, 
only exacting absolute, undoubted security for all issues, such security as our 
National system gives to-day, and only compelling prompt and certain redemp- 
tion of those issues. Then, without Government support on the one side, or 
Government interference on the other, without the nursing-bottle or the fetter, 
I am sure that your great interest will do its largest work of practical benefi- 
cence to the labor and savings and business of the country. Our people 
are shrewd and practical. When they surely know that the Government will 
resume on a given day they will anticipate the inevitable and themselves 
resume at an earlier day. Of course, they must see that the Government 
is not only talking resumption, but is steadily getting ready for resumption. 
This they to-day do see. The accumulation of gold in the Treasury and in 
your own vaults steadily goes on. The premium on gold slowly but steadily 
declines. The purchasing value of the greenback slowly but steadily goes up. 
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We are pledged to resume. The law gives the Secretary the power to 
resume. You and I are most concerned that he so use that power as to 
secure resumption. The duty that most presses on you and me and every 
good citizen is to help in this great work and not hinder. You can make 
this work the more easy and the end more evidently certain. I do not 
believe you could prevent it even if you would. But as I recall that great 
meeting of the banks of Boston, New York and Philadelphia, when in 1861 
you pledged three times your capital to aid the struggling Government, I 
am sure you would not hinder even if you could. Safety for you, profit for 
you, safety for the people, profit for the people, work for the idle, and bread 
for the hungry, lie alike in the one path of keeping unbroken the pledge and 
faith of the nation. 

After an eloquent peroration Gov. WooDFoRD closed amidst much applause 
and a vote of thanks was passed unanimously with a request of a copy of 
his address for publication, after which the Convention adjourned. 


At the SECOND SESSION, on Wednesday evening, the chief interest was in 
Mr. CoeE’s address on Resumption. 


ADDRESS OF MR. GEORGE S&S, COE, 


Mr. PRESIDENT—We listened this morning with great pleasure to the inter- 
esting essays upon the subject of resumption by our distinguished friends and 
to-night we meet here as practical men, to confer together upon the same sub- 
ject, and in doing so, I propose in the most colloquial manner to discuss the 
question before you. 

What is resumption? What do we mean when we say that we desire 
resumption? It seems to imply that we re-assume and recover something which 
is lost. And that is true. We desire to recover the measure of value which is 
recognized by the known world as the true measure of all industry, a measure 
that is temporarily lost or suspended.. Now, what is. the signification of that 
idea—resumption? It is that every object—that every industry that the labor 
of men produces, is measured by that specific thing which in all ages of the 
world, by all nations of men in all times, has been used and scantioned as the 
best thing to use, and. I think it is unnecessary for us to go beyond that state- 
ment If there is anything better as a measure of value than that which all 
mankind in all ages have proved by experience to be the best thing, it will 
be time enough for us to discover it after we have come up to a level with our 
fellow men. 

What then is resumption? It is that everything measured shall be measured 
by the truth—that there shall be thirty-six inches in a yard and sixteen ounces 
to a pound, 

Specie payment means that the whole industry of the community in all its 
varied forms is measured exactly by the coin value of it; that all its exchanges 
are measured with strict justice in reference to that same value, and that that 
value refers not only to the thing we call currency in the common parlance, 
but it refers to all instruments which transfer property, deposits as weil as 
circulating notes. A check is as much currency as a note; for it makes no 
difference whether in your bank you give a man a right to draw a paper order 
upon you and thus transfer his property, or whether you give your own piece 
of paper to him which transfers it. Practically, it is the same thing; it is all 
alike currency, and therefore the question of the resumption of specie payments 
must have reference to the whole volume of investments which are doing the 
same service for the community. It cannot have reference to any specific part 
of it, but it must all be a unit. And it is, therefore, obvious that it must all 
be interchangeable to be sound and solvent. 

It must be evident that the Government note circulation, which caused sus- 
pension, must be as gradually withdrawn as it was gradually created, and that 
history in respect to them must be entirely reversed. That the notes which 
cannot now be paid must be converted into bonds bearing interest until the 
debt caz be paid. To do this I propose the following plan: 
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MR. COE’S PLAN. 

To organise the National banks into a union, which is both practicable and simple, whereby 
the forces of the whole nation, working through them in every part of the country, can be 
concentrated upon this great object, and by which every step of progress may be thoroughly 
applied and firmly maintained. Let them combine in ratio of capital in the purchase of, 
say fifty or one hundred millions of bonds, with interest at such rates as the people will 
take for them, for redemption purposes, with the privilege of such further sums as may be 
found necessary; the bonds to be aceounted for zz gold coin at par, less one-half per cent., 
as provided by law, for all expenses. The bonds to be then offered for sale to the public 
by banks all over the country, at far and accrued interest, or by the United States 
Treasury itself at the same Price, in coupon or registered bonds of such denomination of 
even decimals as buyers may prefer. 

The National banks to credit the Treasurer of the United States for the whole amount of 
bonds purchased, as a gold deposit, subject to his order, in which all banks participate 
who will furnish collateral security required by law. Zhey may also admit other institutions 
to become interested by special arrangement with them. The collateral security to consist 
either of United States bonds, gold coin, or legal-tender notes in packages, to the full market 
value, with the privilege of substituting the one for the other from time to time through one 
common agency, as may be convenient. 

The bonds, gold, or legal-tender notes so pledged as security to be held in the Treasury 
as a special deposit. This will enable banks to gather coin into their reserves from proceeds 
f the sales of bonds, and to surrender legal-tender notes hitherto held. The liberty of 
exchanging collateral security desired will allow them to temporarily recover the currency, 
should they at any time withdraw it from the public too rapidly. 

The purpose intended by this plan is to secure resumption and the restora- 
tion of the specie standard in our home as well as foreign trade, through the 
ordinary financial agencies and methods, both here and in Europe, which long 
experience has proved most effective, and especially to prevent the derange- 
ment of commerce and the consequent defeat of the object in view, which will 
be inevitable if a large amount of coin is abstracted from business uses and 
locked up in the United States Treasury, awaiting the day fixed for resumption. 
It is confidently believed that by placing the coin where its commercial power 
will continually operate upon the business of the country by being counted as 
bank reserves, or by being kept in use by loans upon commercial paper pay- 
able in gold, the accumulating volume of coin thus gradually substituted for 
greenbacks will incessantly tend to increase the value of the whole out- 
standing paper currency. The gold will thus fill the void created by the 
withdrawal of such legal-tender notes as may be deposited in the Treasury as 
security above named. The difference between coin and paper currency will 
gradually disappear until they become equal and interchangeable. Resumption 
will then be reached. 

Meanwhile, the Government will be protected for its deposits by the col- 
lateral security given as authorized by law. It will be relieved from the 
responsibility of resumption thus assumed by the banks, commerce and trade 
will avoid the disturbance first of the mischievous confinement, and then of the 
sudden release, of a large volume of coin, and the great end will be more safely 
and certainly attained through the concentrated energies of the whole people, 
by natural means, without violence to the business interests of the country or of 
the world. 

When it is considered that Government is alike responsible with the banks 
to the public for the notes issued under the National Currency Act, and that 
any commercial demand for coin against bank deposits would be followed by 
corresponding drafts upon the Treasury reserves, it will be perceived that a 
successful movement towards resumption must of necessity be codperative, and 
that any separate action will fail of securing the desired object. 

The machinery by which banking institutions Jocated in various parts of the 
country may be conveniently united for this special object and operated with the 
Treasury Department as one institution at a central point, without interruption 
to any local business, can be presented when desired. 

I believe that this plan is entirely practicable and may be made most efficient 
for the great purpose suggested, and that the present time and the circum- 
stances of the country are most favorable for its execution. 


SEcoND Day.—TZhursday, Sept. 13, 1877. 


The first business of general interest on the second day was the passage of 
the resumption resolutions and the completion of the organization of the Asso- 
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ciation by the election of twelve new members of the Executive Council, so as 
to increase the number to twenty-one. The election being made, the subjoined 
list of officers was completed and announced : 


OFFICERS FOR THE YEAR 1877-78. 


* President—Hon. Cuarves B. Hatt, Boston National Bank, Boston, Mass. 

Executive Councii—GrorGe S. Cor, President American Exchange National Bank of New 
York; JAmes BuEtt, President Importers and Traders’ National Bank of New York; Tuos. 
Co.eMAN, President First National Bank of Troy, N. Y.; Morton McMicnaet, Jr., Cashier 
First National Bank of Philadelphia, Pa.; J. S. Norris, President First National Bank of 
Baltimore, Md.; Epwarp Tyter, Cashier Suffolk National Bank of Boston, Mass.; J. W. 
Lockwoop, Cashier National Bank of Virginia, Richmond; J. D. Hayes, Vice-President 
Merchants and Manufacturers’ Bank of Detroit, Mich.; L. J. Gace, Cashier First National 
Bank of Chicago, Ill.; Witt1am G, Desuter, President National Exchange Bank, Columbus, 
Ohio; E. B. Jupson, President First National Bank, Syracuse, N. Y.; Ex-Gov. Samver 
Merritt, President Iowa Loan & Trust Co., Des Moines, lowa; M. Koppert, President 
National Bank of Texas, Galveston, Texas; CHARLES Parsons, President State Savings Asso- 
ciation, St. Louis, Mo.; H. H. Camp, Cashier First National Bank, Milwaukee, Wisconsin; 
C. ‘Tl. CHrIsTENSEN, Cashier Nevada Bank, San Francisco, Cal.; O. L. BAatpwrn, Cashier 
Mechanics’ National Bank, Newark, N. J.; LoGan C. Murray, Cashier Kentucky National 
Bank, Louisville, Ky.; Joun C. New, President First National Bank’ Indianapolis, Ind. : 
J. B. McMitran, Cashier Mobile Savings Bank, Mobile, Ala.; A. H. Moss, President First 
Nationa! Bank, Sandusky, Ohio. 

Secretary—JAMES BuELL, President Importers and Traders’ National Bank, New York 

Treasurer—GEorGE F. Baker, President First National Bank, New York. 





Besides these officers there were elected thirty-eight Vice-Presidents, one for 
each State in the Union. 

The discussion of the silver question was then begun and occupied most 
of the day, the chief speakers being Hon. W. S. GroEsBECK, Mr. GEORGE S, 
Cor, Mr. Jupson, Mr. S. B. RuGGLes, Mr. H. V. Poor, Mr. SAMUEL 
Harris, Mr. GEorGE A. BAKER, Mr. HAyYEs, Mr. JOSEPH C. GRUBB, Mr. 
VERNON, and Professor PERRY. 

The resumption resolutions reported by the Executive Council were then 
passed unanimously as follows: 

Resolved :—1. That in the opinion of this Association the early resumption of specie pay- 
ments is necessary to the restoration of general prosperity and social progress throughout the 
nation. 

2. That the general use of coin—the measure of value as formerly—will alone secure those 
certain rewards to labor and impart that steadiness to the value and price of all property 
which are required to stimulate enterprise and give proper encouragement to every useful 
industry. That the time has fully come when an enforced currency—an expedient of war— 
should be gradually removed, while all the conditions in the country are most favorable to 
that end. 

3. That it is essential to the highest welfare of the American people that their trade and 
commerce at home and abroad should all be conducted upon the standard of value which the 
most advanced commercial nations in the world have adopted. 

4. That the general resumption of coin payments ‘‘ throughout the United States’’ can be 
best secured and maintained by the co-operation of the Government and the people through 
the agency of the banks, which is earnestly recommended. 

5. By such co-operation the resources of the country will be most effectually reached, whether 
in larger or smaller sums, and absorbed into the bonds of the Government; and the present 
bountiful harvest and the many and increasing mechanical and manufacturing productions of 
the nation will thus all contribute to resumption. 

6. That this great end can be secured with the co-operation of the people, by means already 
provided by law. 

These resolutions were unanimously adopted. 

The subjoined address on the exorbitant fees for the collection of debts, 
was then presented from J. H. VAN ANTWERP, Cashier of the New York 
State National Bank at Albany: 


ADDRESS OF MR. J. H. VAN ANTWERP. 


Mr, PRESIDENT AND GENTLEMEN—It was my intention to present to the 
Bankers’ Convention some remarks on the propriety of trying, by concert of 
action, to secure uniform collection laws, both National and State, to super- 
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sede the chaos now existing in them, and thus modify the evils bank and 
other creditors are exposed to in trying to collect their just dues from 
debtors under the present system. Next to the tax question I think this is 
the most important one on which bankers should bring the influences of 
their combined action to bear. Not only the banking community but the 
public generally are interested in discussing the bearings of the recent 
decision of Judge HAMILTON W. RoBINSON, of New York, refusing to confirm 
the report of a referee in an assigned estate, because of what he considered 
exorbitant fees allowed to the law firms, lawyers, and others interested in 
settling it up. The judge hints that such charges—one, for instance, where 
an attorney was allowed $400 for costs on an undisputed claim of $150 
against the parties who made the assignment, together with extravagant allow- 
ances to counsel and assignee—practically countenance the confiscation of 
debtors’ estates, which are eaten up by ‘“‘costs” and ‘‘legal expenses,” leaving 
almost nothing for the creditors, no matter how large the assets or how 
reasonable the expectations of the creditors for a fair dividend. Let the 
facts of this and other similar cases be what they may there can be no doubt 
that our system of debt collecting is radically at fault. A large concern fails 
and at once the opposing legal machinery of the United States Bankruptcy 
Court and the State courts are put in motion. Between the two the claims 
of the creditors are ground to powder. Nothing of consequence is left for 
them out of estates which ought to pay fifty cents on the dollar. Slow and 
begrudged payments of five or ten cents are the usual results; even these are 
seldom obtainable for years after the failure. Costs, legal and other expenses 
have eaten up the cash assets as the case progressed, and the rubbish is left 
for the wearied and waiting creditors, whose own bankruptcy often date from 
such claims. Several years ago the firm of White & Co., lumbermen, failed in 
the city of Albany. Their creditors have not yet received a dollar of dividend. 
In 1873 occurred the failure of Duncan, Sherman & Co., of New York. There 
the expectation of anything but the recovery of a few cents on the dollar was 
unwarranted from their great liabilities and comparatively petty assets, showing 
their insolvency for years before their final collapse; and yet the feeblest 
expectation of any payment on account of their indebtedness is held at bay. 
No one has received even ‘a penny in the pound.” These are not exceptional 
cases, Indeed so frequent are they, that when a failure occurs mercantile, 
bank and other creditors usually resign themselves to ‘the outside loss,” 
There is seldom a minimum of loss sustained; however abundant and good 
may be the assets compared with the liabilities—it is sure to be the maxi- 
mum. Political economists may not acknowledge the fact, but it is becoming 
apparent that the present difficulties in the prompt collection of debts have 
much to do with the ‘‘ want of confidence” deplored as part of the protracted 
period of ‘‘hard times” and business depression which the country is enduring. 
No capitalist desires to trust his fellow men far in regular business enterprises, 
and consequently transactions are almost confined to the narrow limits of cash, 
while new ones, involving credits, are oftea pushed aside, no matter how 
meritorious. The United States bankruptcy law must be simplified and amended 
and its costly fees reduced, while our State system of debt collecting should 
be taken out of its dark labyrinth and made to harmonize with the claims 
of equity and business honor. , 

The subject of Bank Taxation was announced as the next in order, and it 
was arranged that at the next session the paper on this subject by Mr. C. 
P. WILLIAMS should be first read. After a lively and animated discussion in 
which Mr. VERNON, Mr. WILLIAMS, Mr. BUTLER, Mr. PRuyn, Mr. LUDLOW 
and other delegates took part, the Convention adjourned the last of the 
Second Day’s sessions. 


THIRD Day.—Friday, Sept. 14, 1877. 
The Convention began its fifth session at 11 A. M—Hon. Cuas. B. HALL, 


the President, in the chair. He announced that as so many of the delegates 
wished to return home the Council had determined to have only one session, 





318 THE BANKER’S MAGAZINE. [ October, 


so that the Convention would close its labors at the end of the present fifth 


session. 

The addresses of Mr. WILLIAMS and Mr. THURMAN on Taxation were then 
read. Afterwards the Secretary, Mr. BUELL, read a paper on Municipal 
Bonds; and a paper by the Assistant Secretary, Dr. MARSLAND, was pre- 
sented on Savings Banks. Several other papers were also presented which 
were referred to the Executive Council. 

The Executive Council, being called upon for its report of resolutions, made 
the following report through the Secretary : 

1. The Executive Council, having considered the resolution offered by Hon. M. Koppert, of 
Texas, requesting the President to select a special committee to consider the plan of resumption 
offered by Mr. Cor, deem it inexpedient to appoint a special committee for that purpose, inas- 
much as the Executive Council of this Association has been so enlarged as to include members 
from various sections of the country, and it is considered most expedient to refer this subject 
them. ‘This report was adopted. 

2. Resolved, Yhat, as most of the war measures forced upon the Government to create rev- 
enue have been modified or repealed, we respectfully ask that Congress modify the banking law 
in so far as it relates to the taxation of National banks and of their customers through the two- 
cent check stamp. 

This resolution was referred back to the Executive Council. 


3. Resolved, That in the opinion of this Convention it would be advisable and in the interest 
of the people at large for the Federal Government to exercise surveillance over Savings Banks, 
Loan and Trust Companies, and Life, Fire and Marine Insurance Associations. 


This resolution was referred back to the Council for action at the next 


annual meeting. 

4. Whereas, In view of the present magnitude of the Savings bank system in America, and 
the especial relations of these institutions to our industrial classes, therefore be it 

Resolved, That a committee on Savings banks be appointed to consider the following subjects 
and take such action thereon as they may deem necessary: 1. Taxation of savings deposits; 2. 
General Savings bank laws for each State; and 3, Ways and means to further promote the per- 
fect security of depositors iu Savings banks. 

These important resolutions having been considered with grave attention 
the Executive Council reported that, in their opinion, the interests of the Sav- 
ings banks and all other banks are identical; so that the Association possessed 
already the complete machinery needful, and that they would not make it 
more complete if the proposed Committee were appointed, The report of 
the Council on this subject was unanimously accepted. The next resolution on 
the report was as to taxation: 

5. Resolved, As the sense of this Convention, that the business of the country demands that the 
banking interests of the United States be relieved from all taxation by the general Government, 
except an annual tax on their circulation, to cover the expenses of the Currency Bureau; and 
that taxation of bank shares by the States be levied in the same manner only, and to the same 
extent, and subject to the same privileges and immunities, as other personal property. 


Mr. RHAWN—I now wish to offer the following resolutions on bank taxation: 


6. Resolved, That the Executive Council shall make every effort to obtain such repeal or 
amendment of existing law as will relieve the entire banking interests of the United States 
from all tax upon capital and deposits. 

7. Resolved, That the Executive Council shall make every effort to obtain such amend- 
ment of existing law as will limit the tax upon shares of National banking associations by 
or under State authority to an amount not exceeding one per centum per annum. 


Mr. RHAWN—I have offered these resolutions as touching the points covered 
by the paper of Mr. Lewis. There is nothing stated by Mr. Lewis about the 
tax on circulation. It would not be wise, as I understand, to undertake 
to obtain in this way a relief from taxes on circulation at the present time. 
That was the view that was taken in Philadelphia. I would also submit the 


following : 

Whereas, Congress has passed laws providing for the circulation of a ‘‘ Uniform National 
Currency’’ throughout the United States, through the medium of National Banking Associa- 
tions, it should also provide for the circulation of this currency upon equal terms and con- 
ditions in all of the several States, and to this end should exempt said associations and the 
shares thereof from all taxation by or under State authority, in consequence of which the 
capitals of banks are now being reduced, their existence threatened, the circulation of the 
National currency curtailed and the laws of Congress nullified : 

And whereas, The war taxes imposed upon said associations by Congress are unequal and 
burdensome, and such as are imposed by no other country upon the business of banking, 
and have been continued long after the exigency requiring them has passed away, and are 
now productive of great injury to the commercial and irfdustrial interests of the country 

And whereas, A relief from all aggressive State and burdensome National taxation would 
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better enable banks to use, as a basis for circulation, bonds bearing a lower rate of interest 
than at present; therefore, 

8. Resolved, That the Executive Council shall make every effort to secure the passage of 
a law that will exempt any National banking association and the shares thereof from all 
taxation whatsoever, upon depositing to the extent of its capital, as security for circulation, 
bonds of the United States bearing interest at a rate not exceeding four per centum per 
annum. 

The resolution was adopted. The Council then submitted the following, 
which was also adopted : 

g. Resolved, That, in the opinion of this Convention, silver money as a subsidiary currency is 
desired by the people, and that its free, but not enforced, use will greatly aid in restoring the 
value ef our paper money. 

10. Resolved, ‘Vhat the Vice-Presidents of this Association be requested to convene bank officers 
in their respective States for consultation and for such action as may best secure a mitigation 
of the excessive taxation now imposed upon the banking business. 

The Secretary then announced that as the Executive Council had received a 
number of papers from various delegates, some of whom had been compelled to 
return home, the council wished to receive the instructions of the convention 


as to these papers, a partial list of which he proceeded to read. 


Mr. Hayes:—I propose that these papers be referred to the Executive 
Council with full powers to print such portions of them as they may think 
proper. Adopted. 

A resolution was then offered requesting the Executive Council to print, for 
the use of the Association, an official report of the proceedings of the Conven- 
tion, and to send it to all the banks and bankers of the United States. 

After a unanimous vote cf thanks to the President and Secretary, which was 
briefly acknowledged, the Chairman declared the Convention adjourned séxe die. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I, CLEARING-HOUSE BALANCES. 


Will you please state what the object is in the Clearing Houses in our 
large cities making their balances payable in greenbacks, excluding National 
bank notes? Is it legal ? 

The law states that every National bank shai receive the bills of every 
other National bank in payment of debts, and by what right do the managers 
of the Clearing Houses attempt to nullify the law of the land ? 

But aside from this point where is the use or benefit ? 

I can see none excepting to the express companies, who daily carry mil- 
lions of National banks bills to Washington for redemption, which might just 
as well be used in settlements, but instead are transported to and fro, the 
means for their redemption drawn from the very banks which send them to 


Washington. 
I should like to hear what objections can be made to using bank notes and 


thus saving thousands of dollars needless expense. 

REepLY.—Each Clearing-House Association has the right to make such rules 
and regulations as it may deem best for the transaction of business between its 
own members. The settlement of balances is according to such established 
rules, If it be decided by any Association that balances must be paid in gold 
coin, its members are obliged to obey the rule they themselves have established. 
Legal tenders are adopted by some as the medium for settlements, while in 
other places National Bank Notes are accepted. The question is one of expe- 
diency, which each Association adjusts for itself. But it can readily be seen 
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that there are strong reasons why greenbacks should be regarded as the proper 
currency for payment of balances. If, for example, a National bank, through 
enlarged deposits, become a creditor at the Clearing House, and should receive 
for its balance any currency other than that which forms its lawful reserve, the 
larger such credit the weaker that bank would then become in its proportionate 
legal reserve. 

It is also to be remembered that, outside of New England at least, the 
membership of the Clearing Houses is not restricted to the National banks, 
State banks, and in many places, private bankers, are comprised as well. 
These have the right to demand legal tenders in payment, and it would be 
manifestly unfair to allow to one member any advantage not afforded to another. 


II. THE DATING OF NATIONAL BANK NOTES. 


Is there any special rule which governs the dating of the National Bank 
Notes ? 

REPLY.—The Comptroller of the Currency, with his usual courtesy, informs 
us that the rule of that office relative to the date of National Bank Notes is, to 
have them bear date at about the time they are ready for issue. Thus, when 
a National bank is organized, the Comptroller orders the requisite plates to be 
prepared, and usually specifies the date to be at about one month after the 
time at which the order is given; nearly that length of time being required to 
prepare the plate and get the currency ready for issue. 


III. PAPER PAYABLE ‘*IN EXCHANGE.” 


The growing practice of making notes and acceptances payable zz exchange— 
not in money—brings the inquiry whether a note given to be paid in exchange 
is negotiable paper any more than if payable in corn or wheat ? 

Again, in receiving exchange in payment of a collection so payable, who 
bears the responsibility of the draft received—the agent or bank who takes it 
for collection, or the party who owns the paper? 

These are important questions which should be settled, and your reply will 
be of service to the fraternity. 


REPLY.—It is indispensably necessary, in order to constitute a Bill of 
Exchange or negotiable promissory note, that the direction or promise be to 
pay zz money. If the paper be payable in anything which is not money, it 
becomes a special contract, and loses its character as commercial paper. Fur- 
thermore the amount to be paid must be certain, or its negotiability is 
destroyed. Judge Daniels, in his work on the Law of Negotiable Instruments 
(§ 56), states the point thus: 


‘* Strictly pursuing this principle, it has been held in England that a note 
payable in cash, or Bank of England notes, was not negotiable under the 
Statute of Anne, though the bills of that bank were at any time redeemable in 
money. In Pennsylvania, this ruling was followed upon an instrument payable 
in ‘current bank bills or notes,’ the Court remarking that ‘it was payable in 
more than forty different kinds of paper of different value.’ The Supreme 
Court of the United States has applied it where the note was payable in 
the ‘office notes of a bank.’ When the medium of payment is expressed to 
be ‘good current money,’ or ‘current money,’ it is not objectionable, as legal- 
tender money is intended; but if it be ‘zz currency’ simply, the paper is not 
negotiable, as the term includes all varieties of the circulating medium. But 
the decisions . . . are contradictory.” 
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If there were no other objection to such paper, the single one is sufficient 
that the collecting banker incurs any risk that may be involved in accepting as 
payment whatever ‘‘exchange” may be tendered ; or else he is subjected to the 
annoyance of unpleasant dispute with the bank or banker whose check he may 
object to receive. The profit on collections now-a-days does not justify any such 
risk or trouble. 


LEGAL MISCELLANY. 


LIABILITY OF BANKS FOR SPECIAL DEPOSITS.—The case of First National 
Bank of Carlisle vs. Graham, 4 W. N. Cas., 205, decided on the 26th of June 
last, was an action against a National bank for the loss of bonds deposited with 
it for safe keeping. At the time the bonds were left the plaintiff below took 
a receipt signed by the Cashier of the bank, and reading as follows: *‘* Miss 
Fannie L. Graham has left in this bank for safe keeping four thousand dollars 
($4,000) in U. S. 5-20 bonds of 1867, to be returned on return of this 
receipt.” The bonds were placed in the bank safe and were subsequently 
stolen therefrom with other valuables. It was shown that some of the Direc- 
tors of the bank knew that the Cashier was in the habit of receiving bonds for 
safe keeping, and that after the loss the President and Cashier told Miss 
Graham that she should lose nothing, that the loss would fall on the bank and 
that she should come and get her interest as usual. This interest was credited 
to her on the books of the bank and paid to her for about two years after the 
loss. It was argued, on the part of the defendant below, that the bank was 
not authorized under the law to take deposits for safe keeping, and was not, 
therefore, liable for their loss. The Court however, said, that, ‘‘looking at 
the almost universal practice of banks of all kinds to accept special deposits of 
valuable securities from their customers, and the evidence in this case that such 
was the habit of this bank, with the privity and knowledge of the directors and 
officers, we are of opinion that a liability for safe keeping is raised by the 
receipt given to the plaintiff in this case for her bonds. If the bonds be lost 
or stolen through the gross negligence of the bank, this liability becomes fixed.” 
The doctrine here advanced seems to be in conflict with the reasoning in First 
National Bank vs. Ocean National Bank, 60 N. Y., 283, 2923 see, also, as not 
agreeing with the principal case, Giblen vs. McMullen, L. R., 2 P. C. Cas. 
327; Foster vs. Essex Bank, 17 Mass., 479; Scott vs. National Bank of Chester, 
72 Penn. St., 471; Lloyd vs. West Branch Bank, 15 id., 172; Badger vs. Bank 
of Cumberlaud, 26 Me., 428; Merchants’ Bank vs. State Bank, to Wall., 604; 
Bank of Genesee vs. Patchin Bank, 13 N. Y., 309. And Judge Story also 
limits the authority of bank officers to bind the corporation to acts and con- 
tracts within the ordinary sphere of their duties and the scope of the ordinary 
business. A/inor vs. Mechanics’ Bank of Alexandria, 1 Peters, 46, 70; 
Fleckner vs. Bank of United States, 8 Wheat., 328; see, also, Fulton Bank vs, 
NV. Y. & S. Canal Co., 4 Paige, 127; Leach vs. Hale, 31 Iowa, 69; 7 Am. 
Rep., 112.—Albany Law Fournal. 

UNAUTHORIZED STIPULATIONS IN RAILROAD BonpDs.—In the foreclosure 
suit of Henry W. Howell, et al. vs. The Western Railroad of North Carolina, 
et al., the United States Supreme Court last term decided that the mortgage could 
be enforced so far as necessary to satisfy the interest in default on plaintiff’s 
bonds, but not to satisfy the principal, inasmuch as, though the face of each 
bond and the mortgage deed stipulated that six months’ default of interest 
should make the whole principal due, the act authorizing the mortgage and 
printed on the back of each bond contained the words ‘‘not to mature at an 
earlier period than thirty years,” &c. The holder had full notice of this, and 
the Court think it differs widely from a mere direction as to the length of 
the time the bonds should run or the period when they should be made pay- 
able, which would not be inconsistent with the stipulation on the face of the bond. 


21 
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GOLD AND THE EXCHANGES IN LONDON. 


Mr. Ernest Seyd furnishes the London Zconomist with the following statement 
of the exchange points at which gold goes into or comes out from the Bank of 
England. Mr. Seyd does a valuable public service in putting these figures into 
so intelligible a form : 


The current and prospective condition of our money market, z.¢. the rate 
of discount, as far as this is dependent upon the stock of gold bullion in the 
issue department of the Bank of England, may be estimated to some extent by 
reference to the four principal gold exchanges, viz., those of France, Germany, 
the United States and Australia. The French exchange involves the Belgian, 
Swiss, Italian, Spanish, and other South of Europe exchanges, including even 
Egypt; the German exchange leads that of Austria, Russia and the North of 
Europe. The business of arbitrage in foreign exchanges, by means of the 
rapid intercommunications, is so efficiently conducted by Continental bankers, 
that any differences in rates are absorbed in the way to us, and the effects 
concentrate notably in Paris and in Berlin and Frankfort. The French and 
German exchanges therefore represent, as far as we are concerned, the 
European gold market. The United States take the lead in America. 
Although some South American States occasionally receive coin from here, yet 
on the whole the current is in our favor. The Californian supplies of gold, 
less such portions as the American Treasury and the banks may succeed in 
retaining, reach us through New York, mostly in the shape a gold coin. 
Australia is always a source of supply to us, and will continue to be so, 
until the gold mines are exhausted. (The Indian and Chinese exchanges and 
others are in the silver valuation, and affect our gold market only in an indirect 
manner.) The following are the respective pars of exchange with us: 

France £1 = 25.22% francs ( 25.2215497 ) 
Germany £1 = 20.43 milles, ( 20.4294543 ) 
United States £8 = GG. 8G 7. ...ccccccccsssscssccssce ( 4.8665635 ) 
Australia £ 100 = £ 100 

When the short exchanges deviate from these pars, they indicate the 
indebtedness of one country to another. When the £1 becomes cheaper in 
foreign money we are indebted; when it becomes dearer we have to claim. 
The first deviations are corrected, or kept in abeyance, by the remittance of 
bills on other countries; when the deviations increase, market gold is bought 
and remitted, until finally gold is taken from the stores of the banks. The 
standard would be: 

( 25.3244 Gold point of 4 per mille—for us. 
FRENCH EXCHANGE..../vancs ~ 25.22% Par of exchange. 
( 25.12% Gold point of 4 per mille—against us. 
20.52 Gold point of 5 per mille—for us. 
GERMAN EXCHANGE... darks < 20.43 Par of exchange. 
( 20.32 Gold point of 5 per mille—against us. 
j Gold point of 5 per mille—for us. 
New YorK EXCHANGE.,....$ : Par of exchange. 
Gold point of 8 per mille—against us. 
AUSTRALIAN EXCHANGE. £ Always for us. 
The present exchanges are: 
French exchange short...... 25.1834 francs or 2% per mille—against us. 
German exchange short.... 20.46% milles or 13¢ per mille—for us. 
New York exchange) 
sixty days’ $ 4.833 at - : ‘or 1% per mille—against us. 
3 percent. for short) 
Australian Exchange 
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Mr. JoHN EArt WILLIAMS, President of the Metropolitan Bank, died at Irv- 
ington N. Y., on September 2oth, in the seventy-fourth year of his age. Mr. 
Williams was born at Newport, R. I., in April, 1804. His remarkable aptitude 
for the business is attested by the fact that he became cashier of the New- 
port Bank before he was twenty-one years old. His next position was with 
the New Bedford Bank, and in 1844 he was appointed Cashier of the City 
Bank of Boston, where he remained seven years. Upon the establishment, 
in 1851, of the Metropolitan Bank of New York, Mr. Williams was offered 
and accepted its cashiership. In 1857 he was elected president, which office 
he still occupied at the time of his death. His executive ability and his 
position of trust naturally gave him great influence over the course which 
the New York banks took as a body whenever general measures were con- 
sidered necessary. Mr. Williams retained in advanced years the genial man- 
ners and disposition of youth, and his cheerfulness and kindness will be long 
remembered by his many friends. 

Mr. George I. Seney, for many years cashier of the Metropolitan National 
Bank, has been elected to its presidency in the place of Mr. Williams, 
and Mr. George J. McGourkey, formerly Paying Teller, has been appointed 
Cashier. 


NEW YorK.—At a meeting of the Directors of the First National Bank, 
held August 27th, Mr. George F. Baker, who has been for twelve years 
Cashier, was elected President, Mr. H. C. Fahnestock Vice-President, and Mr. 
E. Scofield, heretofore Assistant Cashier, was elected Cashier—all taking effect 
September Ist. 

Messrs. Samuel C. Thompson, late President, and John Thompson, late Vice- 
President of the First National Bank, have organized the Chase National Bank, 
which began business on September 20th. The Cashier of the new. bank is 
Mr. Isaac W. White, late of Poughkeepsie, N. Y. 


THE CHATHAM BANK Directors have elected Mr. George M. Hard, hitherto 
Cashier, to be President in place of the late Joseph M. Cooper. Frederick 
Wiebusch was elected Vice-President, and Mr. H. P. Doremus, hitherto Receiving 
Teller, was elected Cashier. 


BANK EXAMINER.—Major J. Eustis Orvis of this city has been appointed 
Bank Examiner by Superintendent Lamb, and entered upon his duties in Sep- 
tember. 


New York City —The Clairmont Savings Bank, New York, has been 
closed by direction of the Examiner, who discovered in its affairs a deficiency 
of $64,014. The Clairmont Savings Bank was established in 1871; it 
received saving deposits in all amounts from one dime to $5,000, paying 
interest at the rate of six per cent., and at the present time its list of depos- 
itors numbers between 1,000 and 1,100. Sherman Broadwell, was President, 
and David E. Swan, Secretary. An examination shows an utter laxity of 
management. Almost from its beginning the bank has done a general banking 
as well as its own proper business. 


WHIMSICAL WILL.—The Newcastle ( Eng.) Chronicle relates that some years 
ago an English gentleman bequeathed to his two eldest daughters their weight 
in one-pound bank notes. The eldest daughter got £51,200, and the younger 
457,344 The avoirdupois of the damsels is not given. 
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CLOSING OF ANOTHER BANK.—The Directors of the Harlem Bank—a State 
institution at 2,291 Third avenue—having decided to wind up its affairs the 
bank ceased on September 4th to receive deposits. The reason assigned is that 
the bank has made very little money during the past two years, owing to the 
dull times. The depositors will be paid in full, but the capital of $ 100,000 
has been impaired 

The Harlem Bank was organized in 1870, with a capital stock of $ 100,000, 
For three years its business was successfully carried on. During the panic of 
1873 it suffered losses, like other institutions. Since then its business has not 
improved, and last year the stockholders and directors contributed money to 
meet the deficiencies in the assets, for the purpose of protecting the deposi- 
tors. The liabilities of the bank were $214,000 last June, but at the time 
of closing only about $150,000 was due to depositors. As there is no 
deficiency in the assets of the bank, no demand has been made for the 
appointment of a receiver. It has been stated that an effort is being made 
to convert the institution into a National bank. 


SAN FRANCISCO SILVER Exports TO AsIA.—We are indebted to the Bureau 
of Statistics for the figures of the exports of silver from San Francisco to Asia 
during the first seven months in 1877. They amount to $ 12,193,537, com- 
pared with $ 4,919,062 for the corresponding seven months of 1876. 

The exports for seven months in 1877 include $ 1,783,372 of foreign silver 
coin and bullion (principally Mexican dollars), against $ 1,033,615 for seven 
months in 1876. 

It is within the past year that silver has been shipped from San Francisco 
direct to Asia on London orders and account. London has always been the 
principal extrepit of silver, but is losing its pre-eminence, and must finally yield 
it to the great city of the Pacific coast. 


GOLDEN SANDS oF CALIFORNIA.—The auriferous black sands of the sea- 
shore of Northern California have been described, and lately we described a 
machine that was about going up on the beach to test the practicability of 
profitably extracting the exceedingly fine gold-dust from the sand. Every effort 
heretofore has been a failure. There is gold enough in those miles of ocean 
sand to pay the National debt if this new process proves successful; there- 
fore the report of this first practical test is of high national importance. The 
fine concentrators, after a month’s run, gathered twenty tons of the sands, 
well cleansed of the lighter parts, which do not pay; so much that the con- 
centrated tonnage realized $12,000, or $600 per ton. The cost of working 
was $1,300. Now machines are constructing which at the same rate will yield 
$50,000 a month, at a cost of $4,000. Many attempts have for years past 
been made along one hundred miles of coast to work these shifting tidal 
sands without success. Now a rush of preémptors is expected to stake off 
claims on the shores of California and Oregon. The sands extend under the 
ocean far beyond low water. But every tide and every storm so shifts the pay- 
ing points that a claim rich to-day may to-morrow be covered with barren 
sands. Nevertheless, auriferous ocean sands may now be considered a new and 
permanent source of gold production, rivaling and probably excelling the great 
auriferous gravel deposits worked by hydraulic washing. In both it is a ques- 
tion of cost in separating and gathering a small per-centum of gold dust from 
an immense body of sand and gravel.—California Letter to the Baltimore Sun. 


A Hint TO BANK OFFICERS.—The Commercial Herald, of San Francisco, 
speaks thus, in regard to the Merchants’ Exchange Bank, which is winding up 
its affairs. ‘* The difficulty with this institution was not caused by competition, 
for there was room enough in a State of such magnitude, rapidly increasing 
population, and fast improving business as California, but it seems to have been 
conducted in a very unpopular and exacting manner, quite at variance with the 
ideas and habits of active business men.” 


ILLINOIs.—On August 29th the State Savings Institution of Chicago closed 
its doors and stopped payment. For some weeks there had been a run and 
a steady drain upon this bank, and its credit had become impaired. The 
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trustees made an assignment to Colonel Abner Taylor, but subsequently, on 
application of the depositors, the bank was placed in the hands of a receiver, 
Judge Lucius B. Otis, who has taken charge of its affairs. The failure is a 
very bad one. The liabilities are about $3,000,000, and it is thought that 
the assets will not pay over forty cents on the dollar. The President, D. D. 
Spencer, left the city a few days prior to the failure, ostensibly to obtain aid 
in New York for the bank. He has not been heard from since. The Grand 
Jury of Chicago have found an indictment against Spencer, as well as Bulkley, 
Vice-President, and Guild, Cashier, charging them with the embezzlement of 
$700,c00. None of these officers are at this time to be found. 

The effect of this failure has been to increase the existing uneasiness among 
Savings bank depositors, and to cause a still larger withdrawal of deposits. On 
September 19th, the Merchants, Farmers and Mechunics’ Savings Bank sus- 
pended payment, and a petition for the appointment of a receiver was made 
to the United States Court in behalf of the depositors. The receiver appointed 
reports that he finds as assets so far only $62 in cash and some $ 20,000 
worth of encumbered real estate. Sidney Myers, president of the bank, 
was indicted on September 26th for the embezzlement of $200,000 and com- 
mitted in default of $200,000 bail. 


On September 24th the Fidelity Savings Bank closed its doors. A notice 
posted on the doors stated that an injunction having been served, a receiver 
would be applied for before the Superior Court and the bank closed to await 
the action of said court. 

The petition in the application for a receiver alleges that the officers have 
been sacrificing valuable securities in order to realize cash upon them, and 
that the bank is already insolvent. Dr. V. A. Turpin has been appointed 
receiver of the Fidelity Savings Bank; the bond required being $ 600,000. 


STIPULATIONS IN PROMISSORY NOTE.—Supreme Court of Kansas—July 
Term, i877.— Seaton, Plaintiff in Error, vs. Scoville et al.—A note otherwise 
negotiable is not rendered non-negotiable by the addition of a stipulation to 
pay costs of collecting, including reasonable attorney’s fees, if suit be instituted 
thereon. 

A note payable in Topeka was, on August 5th, legally protested there and 
notice thereof forwarded by mail by the banker who held the note for col- 
lection to the owners at Fort Scott. Notice when received was sent by ~ 
them by mail to the indorser at Atchison. It took a letter two days to go 
by mail from Topeka to Fort Scott, and two days to go in like manner from 
Fort Scott to Atchison. The indorser received the notice on August roth. 
The 9th was Sunday. e/d, that a finding that legal notice had been given 
must be sustained although it appeared that there was a daily mail between 
Topeka and Atchison, and that all parties except the notary knew where the 
indorser resided, and although it was not shown at what exact hour the 
notice was deposited in the Post Office at Topeka or at Fort Scott, or received 
by the owners or indorser, or what hours the mail left Topeka or Fort Scott, 
or reached Fort Scott or Atchison. 

Note.—The foregoing decision upon the question of the negotiability of notes 
of the character mentioned is in direct conflict with the case of Woods vs. 
North, recently decided by the Supreme Court of Pennsylvania.—Adbany Law 
Journal. 


MASSACHUSETTS.—Hon. SAMUEL H. WALLEY of Boston died at the Rockland 
House, Nantasket, on August 27th. Mr. Walley was born in Boston in 1805, 
his father having been a prominent merchant. He studied law and was 
admitted to the bar, but in 1833 organized and was chosen Treasurer of what 
is now the Suffolk Savings Bank, which position he held until 1853. He was 
several times a member of the Massachusetts House of Representatives, of 
which he was Speaker in 1844-6. In 1853 his constituents in Roxbury elected 
him to Congress, where he served two years. After returning home, Mr. Wal- 
ley founded the present National Revere Bank, and remained as its President 
until his death. 
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Hon. THomas J. CLARK, of Salisbury, Mass., died at his residence in that 
town, on August 12th, aged seventy-two years. Few men were better known 
and more highly respected in that vicinity than Mr. Clark. For fifty years he 
had been prominent in Legislative, town, and financial affairs. At the time of 
his death he was President of the Powow River National Bank, which position 
he has filled many years, and was also, for a long time, Treasurer of the Prov- 
ident Institution for Savings, resigning it a year since. 


CouNTRY COLLECTIONS.—The Boston Associated banks have recently had 
under discussion the subject of Country Collections, and the risk and trouble 
involved in receiving checks upon places throughout New England without 
adequate remuneration therefor. A committee was appointed to examine into 
the matter and has made a lengthy report. It recommends, that a National 
bank be organized, with a capital of $200,000, to be subscribed by the asso- 
ciated banks, for the purpose of transacting all of such business as can be 
more favorably done through an agency than by individual members of the 
association. The report is signed by Messrs. Geo. Ripley, John Cummings, 
Edward Sands and Geo. R. Chapman. Mr. C. L. Tead of the National 
Exchange Bank, dissents, thinking it unwise to take the attitude of desiring to 
repel any of the legitimate business of New England. 


ANOTHER MYSTERIOUS ROBBERY.—Three trunks containing $10,000 worth 
of securities, deposited in the safe of the Cambridgeport National Bank, have 
mysteriously disappeared since September 15th, and there is not the slightest 
clew to the thieves. One of the trunks belonged to S. B. Snow, the cashier of 
the bank. 


BANKS MAY NOT DEAL IN COMMERCIAL PAPER.—The Supreme Court of 
Minnesota, in the case of the First National Bank of Rochester, Appellant vs. 
Frederick M. Pierson, Respondent, declares that National banks have no power 
to deal and speculate in promissory notes, for purposes of private gain and 
profit alone, or to acquire any title thereto by purchase, other than in the 
ordinary way of discount. This coincides with the decision of the same Court 
in the case of Farmers and Mechanics Bank vs. Baldwin, which was published 
in full in the BANKER’S MAGAZINE of February last. 


MIssouRI.—The receiver of the suspended National Bank of the State of 
Missouri, at St. Louis, has declared his intention of instituting suits against 
some five hundred persons who sold their stock to the bank prior to its sus- 
pension. The law does not permit a National Bank to own any of its own 
stock, and it is claimed that the stockholders disposed of their stock after it 
became known to them that the bank was in a condition of insolvency. 


St. Louis.—The stockholders of the Market Street Bank decided by vote, on 
September Igth, that the bank should go into liquidation rather than pay up 
the capital required by the new banking law of Missouri. The bank is there- 
fore closed for new business, and the depositors have been notified to hand 
in their pass-books and withdraw their balances. 


NEw HAMPSHIRE.—On September 2ist, the trustees of the Carroll County 
Five Cents Savings Bank at Wolfborough, N. H., decided to suspend payment 
to depositors. The amount of deposits is about $450,coo. Among the secur- 
ities is $150,000 in National bank shares, and of the balance of securities, a 
large portion are on real estate in New Hampshire. At the last examination 
by the trustees, in August, it was considered that the bank was amply able 
to pay all demands, 


BANK ROBBERY.—A package containing Government and railroad bonds, 
certificates of stock, mortgages and promissory notes estimated at $200,000, 
was stolen from the First National Bank at Cortland, N. Y., on Saturday, 
September 22d. The loss was not discovered until Monday morning. The 
securities were in a large pocket-book, which was kept in the safe of the 
bank. The bank is supposed to suffer no loss, as the securities belong to 
individuals. 
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CLOSING OF THE LONG ISLAND SAVINGS BANK.—On September 14th, a 
depositor made application to the Supreme Court of New York, for the ap- 
pointment of a receiver of the Long Island Savings Bank of Brooklyn, and 
for an injunction to restrain the officers of the bank from paying out any 
moneys except by order of the Court or through its receiver. It was repre- 
sented that the bank had practically suspended business since August 15th ; 
that a large number of the depositors had given the notice required by the 
rule, of the withdrawal of their deposits, and that after the sixty days some 
of the creditors would be paid in full and others would not be paid, thus doing 
manifest injustice to the plaintiff and others who had not given notice. Mor- 
timer S. Ogden was appointed receiver. 5 

The State Attorney-General has also taken action to close the bank. 
According to the last report of the bank to the State Department it has 
$901,977.71 on deposit, and its assets are worth $931,425.66, but in this 
estimate the bank building is valued at $ 230,000. 

The trustees of the bank have proposed, if all legal proceedings against the 
bank be abandoned, to pay to all depositors anxious to close their accounts, 
eighty per centum of their deposits at once, and to other depositors the full 
amount of their deposits in four payments of twenty-five per centum each at 
intervals of six months, 


Mr. JOHN HALSEy, a wealthy merchant and an old inhabitant of Brooklyn, 
died suddenly on September 23d. Mr. Halsey was President of the Brooklyn 
Safe Deposit Company, a Director in the Mechanics’ Bank and a Vice-President 
of the Dime Savings Bank. 


Usury IN NoRTH CAROLINA.—A recent decision by the Supreme Court in 
the case of Commissioners of Craven vs. A. and N.C. R. R. Co. is to the fol- 
lowing effect : 

In the absence of special legislation corporations are affected by the usury 
law to the same extent as natural persons. 

Where bonds were issued by defendant corporation to certain of its 
creditors at a discount in settlement of its previous indebtedness, which bonds 
bore interest at the rate of eight per cent.; Held, that under the Act of 
1866, ch. 24, the transaction was usurious. 

The statute of the State of New York forbidding corporations to plead 
usury as a defense cannot govern a corporation of this State sued in this 
State, although the bonds in question were delivered in New York and made 
payable there. 

Where such bonds express a rate of interest illegal in this State and also 
in New York, and were issued in payment of a precedent debt and secured 
by a mortgage on the corporation property, they could legally bear no greater 
rate of interest than that allowed in this State. 

Neither a natural person nor a corporation can legally sell its bonds bearing 
the highest legal rate of interest at a discount for the purpose of borrowing 
money. Such a sale is in effect a loan and is usurious. 


Ou10.—The legislature of Ohio at its last session passed an act ‘*To 
authorize Free Banking,” which is to be submitted to a vote of the people at 
the coming election, and cannot, under the Constitution, take effect unless 
approved by a majority of the voters. Among its most important features is 
the following section : 

‘“*No banking company hereby authorized shall at any time issue or have 
in circulation any note, draft, bill of exchange, acceptance, certificate of 
deposit, or any other evidence of debt, which from its character, form or 
appearance, shall be calculated or intended to circulate as money; and every 
violation of this section by any officer or member of a banking company 
shall be deemed and judged a misdemeanor, and be punished by fine or 
imprisonment, or both, in the discretion of the court having cognizance there- 
of, as now provided by law.” 

Ou10.—The Traders’ Bank, at Mechanicsburg, has retired from business, 
paying up all creditors in full. They withdrew because the profits of banking 
did not justify a continuance in business at this time. 
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VERMONT.—Hon. ALLEN WARDNER, a very prominent man in Windsor, Vt., 
and throughout the State, died on Wednesday, August 29th. Mr. Wardner 
was born in Alstead, N. H., Dec. 13, 1786, and removed to Windsor in 1800, 
For many years he was President of the Ascutney National Bank, and held the 
office of State Treasurer in 1837. 


ADROIT RopBERY.—A curiously interesting law suit has been brought in the 
Circuit Court at Mount Vernon, Illinois, being the case of the Mount Vernon 
National Bank against the Adams Express Company, for eight thousand 
dollars, which plaintiffs claim to have delivered, in June last, to defendants, 
for transmission to the Third National Bank of St. Louis. What has become 
of this money is unknown to all save the person who stole it. The St. Louis 
Republican thus states the circumstances : 

The history of this case, as far as developed, is as follows: On the r1th 
of June the cashier of the Mount Vernon National Bank counted out six thous- 
and dollars in greenbacks and two thousand dollars in National bank currency, 
and placing the whole in one package, braced on each side by a piece of heavy 
pasteboard, securely tied the same with strong twine, the ends and sides of the 
bills being, it is said, fully exposed to view. The package was then passed 
over to Noah Johnson, the president of the bank, and Jeremiah Taylor, a 
director, who placed upon it an additional wrapper, tied it with more and 
stronger twine, and then sealed it. Not satisfied with this, the bank officers 
named gave it a second wrapper, thicker and stronger than the first, and put 
on more twine and sealing wax. In this apparently secure shape the package 
was returned to the cashier, Mr. C. D. Ham, who at once addressed it to the 
Third National Bank at St. Louis. It was then passed back to Mr. Taylor, 
the director above named, who took it to the depot and delivered it to Mr. 
John T. Sanders, express agent, taking a receipt for the same. When the 
westward bound train reached Mount Vernon, about half an hour from the 
time of this transaction, the express agent delivered the package to the express 
messenger, who in turn gave his receipt therefor. From this point the mystery 
commences. It being after banking hours when the train reached St. Louis, 
the package could not be delivered until nine next day. It seems, indeed, 
that it was not until the afternoon of the following day that the Third 
National Bank received it, and that it was then placed in their safe and not 
opened until the next day, the 13th. It was this last proceeding that disclosed 
the most ingenious robbery recorded in many a day. The money was found 
to have disappeared and in its stead had been placed a lot of brown wrapping 
paper cut the size of bank bills, interlaced all through with tissue paper, the 
whole being made to resemble the size and shape of the original package 
as sent from the bank in this city. The pasteboards were, however, gone, and 
the package tied with different twine from that used by the Mount Vernon 
Bank. The inside wrapper was also gone, though the outside one, with the 
address in the handwriting of the cashier of the Mount Vernon Bank, had 
apparently been undisturbed, it requiring considerable scrutiny to detect any 
tampering with the seals. This is the most remarkable feature of the affair, 
and shows the consummate skill of the hands employed in it. 

There are numerous theories advanced on the subject, but no good purpose 
could be served by making newspaper mention of these on the eve of the 
trial, in which the whole matter will be sifted to the bottom. The Mount 
Vernon Bank sues for the $8,000 stolen funds and for $4,oco in the way of 
damages. A number of prominent lawyers of Missouri and Illinois are engaged, 
and the trial promises to be one of great interest. 


GERMANY.—One of the oldest Frankfort banking firms—De Neufville, Mer- 
tens & Co.—has failed with liabilities of five million marks. 
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PUBLIC DEBT OF THE UNITED STATES. 


PUBLIC DEBT OF THE UNITED STATES. 


Recapitulation of the Official Statements—cents omitted. 
DEBT BEARING INTEREST IN COIN. 


Bonds) &t Git Per COU sicscecccacccccsccossconeses 
Bonds at five per cent......... Raise eckusesesacsees 
Bonds at four and a-half per cent............. 


Aug. 1, 1877. 


$ 844,525,250 


703, 266,650 
155,000,000 


I, 792,791,900 


Sept. 1, 1877. 


ww. $814,341,050 
ea 703, 266, 


,650 
185,000,000 


$ 1, 702,607,700 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


Navy pension fund at three per cent......... 


DEBT ON WHICH INTEREST HAS CEASED.... 


$ 14,000,000 


$ 11,979,280 


DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes 
Certificates of deposit 

Fractional currency... 

Coin certificates 


$ 472,244,818 


$ 359,158, 182 
552495,000 
19,784,335 
37,807, 300 


Total debt ...<<ss0cs niecibadakaiusakaiabeuisuiusabekd $ 2,201,015,998 


Interest ..... asbsbdecekasneenieanessadasoessonsensaesess 


ToTAL DEBT, principal and interest 


29,095,129 


$ 2,230, 111,128 


CASH IN THE TREASURY. 


COIN .scccssesece socecccecscccescscescosccccsces cscs cceees 

Currency 

Currency held for redemption of fractional 
currency 

Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.... 


$ 97,803,995 
9,811,956 


8, 160,858 


552495,000 


$ 171,271,809 


Less estimated amount due military estab- 
lishments for which no appropriations have 
MOON, WDB sicssasca6scssasneasaxen pasepidneseaaaate 


500,000 


$ 170,771,809 


Debt, less cash in the Treasury, Aug. 1, 1877 $2,059, 339, 318 
- - si Sept.1, 1877 


Decrease of debt during the past month 
Decrease of debt since June 30, 1877........ 


$ 818,904 
818,904 


$ 14,000,000 


$ 19,357,660 


358,040,096 
50,430,000 
19,172,114 
38,525,400 


$ 466, 167,610 


. $2,202,132,971 
26,265,694 


. $2,228,398, 665 
$ 106,904,936 
11,828, 537 
8,265,412 

50, 430,000 

$ 177,428,886 

$4, 500,000 

$ 172,928, 886 


- $2,055,469,779 


$ 3,869, 538 
4,688,443 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 
LAWFUL MONEY. 


Principal outstanding 
Interest accrued and not yet paid...........0. 


Interest paid by the United States............. 
Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U. S... 


$ 64,623,512 
323,117 


35,957,629 
8,671,625 


$ 27,286,003 


$ 64,623,512 
646,235 


35,957,629 
8,676,250 


$ 27,281,378 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from September No., page 234.) 


Name of Bank. Elected, In place of 
, George M. Hard, Pr. J. M. Cooper. 
N. Y. City. Chatham National Bank. | H. P. Doremus, as CG i want 
. Continental National Bank Alfred H. Timpson, 4c?¢. Cas. 
George F. Baker, Pr..... S. C. Thompson. 
H, C, Fahnestock, V.P.. J. Thompson. 
E. Scofield, Cas G. F. Baker. 
. Marine National Bank..... Sidney Green, Cas J. De Lamater. 
F ‘ . § George I. Seney, Pr. J. E. Williams.* 
- Metropolitan Nat’! Bank | G. J. McGourkey, Cas.... G.I. Seney. 


. Rocky Mtn. N. B., Central City H. M. Teller, Pr H. Kountze. 
. Mechanics’ Bank, i John P. Tuttle, Pr C. Atwater. 
New Haven} C. H. T.owbridge, Cas.. G. B. Curtiss. 
. New Haven Savings Bank A. L. Kidston, Pr W. Fitch. 
First National Bank, Arcola... James Beggs, Pr A. L. Clarke. 
John C. New, Pr W. H. English. 
First Nat. B’k, Indianapolis..< John C. Wright, V. P... J. C. New. 
John C. McCutcheon, Cas, J. L. Slaughter. 
. Sullivan Co, Bank, Sullivan ... W. E. Crowley, Act. Cas. M. B. Wilson. 
Granite Nat. Bank, Augusta... Darius Alden, Pr B. H. Cushman. 
. National Revere Bank, Boston. Samuel C. Cobb, Pr..... S. H. Walley.* 
. Powow River National Bank, | George F. Bagley, Pr... T. J. Clarke. 
(Salisbury), Amesbury )} Albert B. Brown, Cas.... G. F. Bagley. 
.. Palmer National Bank, Palmer. W. A. Lincoln, Cas 
.. National Bank of Wrentham... Otis Cary, Pr. 

. Merchants’ N. B., Minneapolis... Stephen Gardner, Pr.... E. Moses. 

: § Dwight Durkee, Pr T. Bartholow. 
Exchange Bank St. Louis.... | Theodore Barthol’w, 1”. 

. Union Nat. Bank, Mt. Holly... William I. Emley, Cas.. C. M. Harker. 

oe ee § H. W. Curtis, VP. I. M. Curtis. 

- Bainbridge Bank, Bainbridge) y "yy Curtis, Cas E, E. McKinstry. 
.. First National Bank, Ellenville. Isaac Corbin, Cas J. Bing Childs. 
.. Genesee Valley N. B., Geneseo. J. W. Wadsworth, Pr... D. H. Fitzhugh. 
.. Merchants’ Nat. B., Whitehall.. E. A. Martin, Pr 

. Farmers’ National Bank, § J. S. Stoutenborough, Pr, D. Adams. 

Franklin {| David Adams, Cas J. M. Oglesby. 

. Kinney National Bank, John W. Kinney, Pr.... P. Kinney.* 

Portsmouth | James A. Brown, Cas.... J. W. Kinney. 
. Third National B’k, Alleghenyt Hugh S. Fleming, Pr... J. Gallagher. 
Henry Goehring, Pr 


. Harmony Sav. B’k, Harmony George Beam, 7r 
James C. Scott, Cas 


.. Far. & Mech. N. B., Phenixville. A. H. Stover, Pr 
. Pascoag National B’k, Pascoag. John T. Fiske, Pr. 
. City National B’k, Fort Worth. John Nichols, Pr 
First National B’k, Springfield. B. F. Aldrich, Cas 
... Bank of Montreal, Port Hope.. C. L. Thomson, 4gent.. 
. Canad. B. of Com’ce, Brantford W. Roberts, Mgr 
u Cayuga.... E. Cowdry, 4 W. Roberts. 
” Dundas.... D. H. Charles,# D. Just. 
«  Galt....... W. A. Sampson, Mgr... E. Cowdry. 
« Woodstock A. L. Dewar, uw ... W. A. Sampson. 
* Deceased. + Not First National as previously reported. 





CHANGES OF PRESIDENT AND CASHIER. 


. Consol’d B.of Canada, Belleville William Hamilton, ... J. Young. 
a ” Toronto 
« ... A. Green. 


Yonge Street Branch C. B. Grasset, 


.. Consol’d B,of Canada, W — A. Green, 
.. Dominion Bank, Brampton.. <a Helliwell, aa 
. Exchange Bank of Parkhill.... T. L. Rogers, Mer D. E. Cameron. 
.. Impl. B. of Canada, Ingersoll. -C.S. Hoare, «a C. E. Chadwick. 
.. Merch. B, of Canada, Hamilton. A. M. Crombie, » ...... W. Cooke. 
. « Ingersoll... D. Miller, ” . Kemp, Agent. 
u  $§t. Thomas John Pottenger, « . M. Crombie. 


w. H. Holland. 


«  Toronto.. 

os «  Windsor.. 
. The Moleons Bank, Exeter 

“ u” 

a“ a” 


, Exchange Bank Joliette 


. The Molsons B’k,Campbellton, 


‘Owen Sound Edward W. Strathy, Mgr. T. 
Windsor.... 


. A. A. C. Denovan, Ag?.. 


. Cameron. 

. R. Morton, Ag?. 
. W. Strathy. 
Blakeney. 
Thomas Blakeney, Mgr.. C. D. Grasett. 

R. Terroux, Jr., /x¢. Mgr. D. O. Pease. 


J. McMahon. 


. William Cooke, « 
. Arthur Wickson,# 
Henry C. Brewerw 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Authorized August 22 to September 18, 1877.) 


Capital. 
Authorized. 


$75,000 


President and Cashier. Paid. 


J. H. Reynolds 
B. I. Hughes. 


No. Name and Place. 
2368 First National Bank 
$ 37,500 


50,000 


John Giles 
Medford B. Wilson. 
2370 Chase National Bank Samuel C. Thompson.... 

New York City. Isaac W. White. 
2371 North National Bank......... / A. J. Bird 
Rockland, ME. 


2369 Farmers’ National Bank 
Sullivan, IND, 


50,000 


300,000 
150,000 


N. T. Farwell. 100,000 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from September No., page 234.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 


NEW YorRK CITY Chase National Bank 
$300,000 Sam’l C. Thompson, Pr. Isaac W. White, Cas. 
Pike County Bank First National Bank. 
J. Butterfield, Pr. Louis Butterfield, Cas. 
First National Bank Chemical National Bank- 
John H. Reynolds, Pr. Benj. I. Hughes, Cas. 
Bowman, Cockrell & Co... Metropolitan National Bank- 
B. of Mt. Morris (Newcomer & Rice.) Kountze Brothers- 
Citizens’ Bank Third National Bank. 
Henry Gros, Pr. W. W. Hubbard, Cas. 
Farmers’ National Bank.. Winslow, Lanier & Co, 
John Giles, Pr. Medford B. Wilson, Cas. 


Frank M. Earhart John J. Cisco & Son 
North National Bank 
A. J. Bird, Pr. 
Matthews & Whitaker 
Clinton Bank 
Thos. McKee, Pr. 
Green & Faddis 


Iowa.. 
MAINE.. 
N. T. Farwell, Cas. 
Blake Brothers & Co. 
Drexel, Morgan & Co. 


PENNS ~ Clintonville... H. K 
Joseph H. Kerr, Cas. 


TEXAS.. Hempstead .... 
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DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from September No., page 235.) 


N. Y. City. Clairmont Savings Bank; closed by Bank Department. 
. Harlem Bank; voluntary liquidation. 


City Savings Bank, Chicago; attached and suspended. 
.. Emil Josaphat, Chzcago; closed. 
.. Fidelity Savings Bank and Safe Depository, Chicago; failed. 
.. Merchants, Farmers & Mechanics’ Savings Bank, Chicago; failed. 
. State Savings Institution, Chzcago; failed. 


People’s Bank, Logansport ; suspended. 

- Lovett & Co., Sabula; assigned. 
Kansas, Brockway & Smith, Oswego; discontinued. 
Mass... Sandwich Savings Bank, Sandwich; suspended. 
N. H.... Carroll County Five Cents Savings Bank, Wolfeborough ; suspended. 
N. Y.... Long Island Savings Bank, Brooklyn; closed by Bank Department. 
Texas.. William P. Cole, Hempstead; suspended. Succeeded by Green & Faddis. 
Wis.... Bank of De Pere, De Pere; closed. 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from September No., page 235.) 


CaL.... C. W. Brewster, Placerville; suc. by George Alderson. C. W. Brewster, 
acting as Manager. 


First National Bank, De/phz'; succeeded by Citizens’ Bank. 


Iowa... F. J. Taylor & Co., Emerson; succeeded by Mosley Chase. 
uw .. W.S. Alger & Co., Viliisca; succeeded by A. W. Sweet. 


Kansas, Farmers & Merchants’ Bank, Wichita; now a State bank. 
NEv.... North Bank, Rockland; now North National Bank. Same officers. 
MICH... Wenona; now called West Bay City. 


———— 


THE PREMIUM ON GOLD AT NEW YORK. 


AuGUST—SEPTEMBER, 1877. 


1876. Lowest. Highest. 1877. Lawest. Highest. 1877. Lowest. Highest. 


September... 94% . 10%... Aug. 27 4 - 4%... Sept. 11 
October 8% . 13K « 28 4% «.. 


November.... 8% . 10%... 29 -. ice 
7 «= 


December ... 


1877. tee 
January «sss. 5% . .+. Sept. 
February ...... eee 


30 ——  < 
31 4 a ae 

ae eee 
436 Ho. 3h 
4%. ne + teen 
4%. seo - 33R- 
64%. see - 34m 
4% us —. 
5%. see %. eee 
3K - 





NOTES ON THE MONEY MARKET. 


NOTES ON THE MONEY MARKET. 


NEW YORK, SEPTEMBER 25, 1877. 


Exchange on London at sixty days’ sight, 4.82% a 4.83 in gold. 


One of the chief topics of interest in the money market is the syndicate 
loan. Several members of the syndicate have lately been in Washington, and 
it is reported that they have made arrangements with Secretary Sherman to 
meet a call for twenty millions in gold, for the redemption of the six-per-cent. 
bonds. It is anticipated that the holders of these bonds will, for the most 
part, invest in the new four-per-cents. so as to aid in reviving the demand 


for these securities. The Convention of the American Bankers’ Association, 
whose proceedings are reported elsewhere, appointed a committee of seven of 
its members to confer with the committee of seven entrusted by the New 
York Clearing House with the consideration of Mr. Coe’s plan of resumption. 
This plan is variously discussed in the offices of the banks, Some of our 
leading bank officers and directors think very highly of the plan, and all seem 
to be of opinion that if it could be made practicable and kept long enough 
in operation many advantages might be secured to the country, and much 
of the danger might be avoided which now threatens us in the transition to 
the solid ground of specie resumption. Against the proposed plan the chief 
arguments are three, In the first place, it is alleged that the banks have 
not so much confidence, as formerly, in the ability or the will of Secretary 
Sherman to carry out any compact of the nature Mr. Coe requires for the 
realization of his plan. To illustrate this, the fact is cited that in June last 
Mr. Sherman made a promise to certain leading banks here, and to their 
friends, that he would not negotiate any new loan with the syndicate from 
which they should be excluded. Within a week or two after this promise 
was given the present contract with the syndicate was formed. The banks in 
question were excluded by the terms of the agreement from participation in 
it, and before they discovered what had been done it was too late for the 
Secretary to make any change, or to exact any new conditions. Such is the 
first of the arguments relied upon by those who do not deem Mr. Coe’s 
plan quite practicable. Another point urged against it is the difficulty, if not 
the impossibility, of uniting in a sufficiently close phalanx the rival members of 
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the various clearing houses in the United States, and of subjecting them to so 
strict a military discipline as would be needful to secure success in a prolonged 
negotiation of Government bonds, especially as these engagements would involve 
the institutions at work in liabilities amounting to a very serious aggregate: 
Even after the disaster and disappointment connected with the battle of Bull 
Run, when the enormous pressure of our War finance aroused the patriotism of 
every banker and bank officer in the country, it was not found practicable to 
do as much as was intended in the negotiation of the early war loans of the 
Government. New York, it is admitted, did its full share, and more. But 
Boston and Philadelphia did less than was as first estimated. The argument 
goes on to show that if, under the pressure of so great a national emer- 
gency, the banks outside of New York could not take as much of the war 
loans of 1861 as was desired, there is less prospect than might be wished 
that they could be relied upon to play their part efficiently in carrying out 
Mr. Coe’s scheme. Finally, another class of objectors say that even if all 
these difficulties could be surmounted,—if Mr. Sherman could inspire the banks 
with confidence in his promise, and if the banks could be induced to work 
harmoniously, both in the financial centres and throughout the United States, 
for the operation of the resumption machinery, it would be impossible to pre- 
vent a political outcry from some of the adversaries of the banks. What 
they would say would be probably something like this: ‘*The Government 
has sold bonds to the banks for which it pays the banks interest. But the 
purchase money is by the contract to be left in bank for an indefinite time, 
and it is lent out by the banks in the regular course of their business, so as 
to earn interest and make profits for these greedy, money-lending institutions. 
Hence, on the one side we have the Government paying the banks interest 
for money which the banks are allowed to retain. Nor is this all. If the 
banks simply retained the money, the bargain would not be quite so conspicu- 
ously unfair, But the banks do not retain the money. They lend it out 
and make a profit upon it, so that they collect double interest. First they 
are paid interest by the Government and, secondly, they are paid on the 
same sum of capital interest by the public to whom they .lend it.” 

We have condensed the foregoing summary of the arguments against Mr, 
Coe’s plan, from various communications we have received on the subject ; 
and without pronouncing at present any definite opinion upon them, we can- 
not refrain from expressing our regret that difficulties of so formidable a 
character as these are alleged to be were not brought up before the Con- 
vention that they might receive the attention they deserve. In a short time 
it will perhaps be found that these and other difficulties have been foreseen 
and provided for by the gentlemen who have, with so much iabor and hope, 
assisted Mr. Coe in maturing his plans and in bringing them before the pub- 
lic. There is a good deal of agitation in Wall Street in regard to this mat- 
ter and it will very likely come up before Congress at an early period in the 
coming session. 

The rates for money are quoted at three to four per cent. on Government 
collaterals, and at four to six per cent. for miscellaneous securities. In dis. 
counts there is not much change, and prime paper passes at 5% to seven 
per cent, The banks are losing greenbacks in consequence of the drain to the 
interior which is usual at this period of the year. Subjoined are the aver. 
ages of the New York Clearing-House banks for several weeks past : 
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Legal Excess of 
Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


$ 244,899,600 . $14,259,000 . $ 50,789,000 . $15,515,500 - $ 213,026,300 » $ 11,791,425 
243,778,700 ++ 16,030,100 .. 48,130,600 .. 15,383,300 .. 209,450,700 .. 11,798,025 
243,920,800 .- 19,961,600 .. 45,303,900 .. 15,568,400 .. 210,574,100 .. 12,621,975 
2435795,000 ++ 19,913,000 «+ 44,045,900 .. 15,577,100 .. 208,582,400 .. 11,813,300 
243,976,400 .. 19,274,700 -- 42,454,400 .. 15,596,100 .. 206,724,100 .. 10,048,075 


The Clearing-House exhibit of the Boston banks for the past month is as below . 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 128,971,300 ..+. $ 1,658,700 .... $6,619,500 ...- $70,692,200 ...+ $ 23,306,600 
128,830,900 ..++ 1,787,200 «+++ 6,761,500 «+++ 70,820,700 .... 23,338,500 
129,092,200 «+++ 2,151,200 «+++ 6,652,100 «.2+ 71,800,600 «++. 23,524,000 
129,162,600 ...+ 2,261,200 «+. 6,767,100 «++. 72,653,800 .... 23,546,300 
128,782,900 .... 2,375,000 «++. 6,809,300 .... 72,756,260 .... 23,421,400 


Philadelphia bank statements for the same time are as follows : 


Loans. Specie. Legal Tenders. Deposits. Circulation. 

sevecees $60,633,929 «+--+ $1,138,119 «+++ $14,659,797 -+++ $49,335,787 +--+ $ 10,489,880 
GI,11C,147 +e+% 1,132,272 «eee 14,642,247 +++ 49,989,663 «.. 10,403,113 
61,057,342 «+++ 15244,007 +++ 14,589,275 +++ 491397,024 +++ 10,536,776 
61,398,773 «+++ 1,142,579 +++ 14,355,546 -+++ 49,750,085 .--- 10,524,262 
61,152,599 «+++ 1,346,360 «+++ 14,228,863 ---+ 49,275,000 .... 10,552,698 


stock market offers very few features of general interest. In Govern- 
ments there is little doing, as the reported negotiations at Washington between 
the syndicate and other bankers and the Secretary of the Treasury check 
the desire of investors to make their purchases at present. In State bonds 
there is less movement just now than was reported a few weeks ago. 
Railroad bonds are firm but less active, and railroad shares are weaker. The 
prospects of good crops and of a large resulting business for the railroads 
does not produce as lively an advance in the railroad share market as was 
anticipated. Gold has fallen to a lower point than has been touched since 
May 8th, 1862. The lowest price struck was 102 7-8 last week. Since that 
time there has been a little reaction, and the price closes at 103 1-4. 
Foreign exchange shows no animation. The cotton shipments have scarcely as 
yet begun, and few commercial bills are in the market. Subjoined are our 
usual quotations: 
QUOTATIONS : August 28. Sept. 6. Sept. 11. Sept. 18. Sept. 25. 
104% «-- 2 Pe 103% «- 103 ae 103% 
U.S. 5-20s, 1867 Coup. 108% .. Ye.. 107% .. 109% .. 10754 
U.S. new 10-408 Coup. 112 ora Wo. 108% .. 107% .. 10814 
West. Union Tel. Co. . 8% .. om 81% .. 82% .. 784% 
N. Y. C. & Hudson R. 101% .. 35%. 103% .. 103% .. 101 
Lake Shore 63 si ze 62% .. 65% .. 63% 
Chicago & Rock Island 100% .. a wo .. 102% .. 101% 
New Jersey Central... 17 ie on 17% .. 18 ro 17% 
Del, Lack. & West.... 48% .. 8 - 53% -- 524% .. 49 
Delaware & Hudson... 49 on 55% oe g1% .. 49% .. 44 
North Western 31%. 337% + 3358 + 36% .. 37 
Pacific Mail 24% .. 24% -- 24 ae 23% 225% 
1% .. 124% .. 1% .. m%y.. 1% 
Call Loans 3 @4 - 24@s5 -- 34@s5 .- 24@s-- 4 @6 
Discounts @6% .. 4 @7-+5 @7 ee 5 @8.. 6 @7 
Bills on London 4-8214-4.8514.. 4.8214-4.85%..  4-8314-4.87.. 4.8334-4.87 .. 4.8334-4.87 
Treasury balances, cur. $ 49,194,443 -- $47,916,557 ++ $47,347,298 -- $45,380,815 .. $44,316,678 
Do. do. gold. $83,250,859 .. $87,845,710... $89,014,560... $90,731,885 -. $98,958,883 
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Since the Schuyler frauds in this City twenty years ago, few breaches of 
trust have been perpetrated by men of eminent social position which have 
excited so much surprise as the defalcation, at Philadelphia, of John S, 
Morton, President of the West Philadelphia Passenger Railway. The event 
has produced considerable agitation in Philadelphia; but the apprehensions 
of further trouble are abating, The amount of the fraudulent stock which 
Morton has issued is estimated at one million of dollars, and it is supposed 
to reach half as much more. The capital of the company is limited to half 
a million of dollars, of which $400,000 has been subscribed and taken, 
leaving only $100,000 unsubscribed. It is generally believed that the 
company is liable for the fraudulent issue, but with the limit set by the 
cashier to the capital it is not certain by what means the whole issue can 
be legalized at the present par price. This difficulty, it is thought, may 
be solved by acknowledging all the stock, and by dividing the whole amount, 
spurious and genuine, into the authorized capital of $500,000. Ten thousand 
shares at $50 per share would cover the entire capital. If there should 
turn up fifteen thousand shares in all the par per share would be $ 33%; 
if twenty thousand the par per share would be $25. As we go to press it 
is announced that Morton the defaulting president of the Company, as well 
as B. F. Stokes, its secretary, and Samuel P. Huhn, its treasurer, with 
George Vickers, Morton’s private secretary, have been arrested on a charge 
of conspiracy to defraud the Company. 

The following summary shows the imports and exports at the port of New 
York for the first eight months of the last three years: 

FOREIGN IMPORTS AT NEW YORK FOR EIGHT MONTHS FROM JANUARY I. 

1875. 1876. 1877. 
Entered for consumption $ 106,548,986 sess $87,434,756 sees = =©$96,126,119 
Entered for warehousing 71,797,178 sees 59,199,865 see 66,348,653 
Free goods,...seseececeecseccsecssees 63,838,421 eee §2,025,625 seee 61,702,976 
Specie and bullion 8,721,435 pale 3,606,735 eee 8,779,634 
Total entered at port $ 250,906,020 sees $ 202,266,981 cove $ 232,957,682 
Withdrawn from warehouse 66,731,570 coos 55,825,002 aan 51,296,689 
EXPORTS FROM NEW YORK FOREIGN PORTS FOR EIGHT MONTHS FROM 

JANUARY I. 

1875. 1876. 1877. 
Domestic produce $ 160,586,206 see $$ 167,096,684 sees $174,944,011 
Foreign free goods.......+2 se+eeees 1,501,796 eaies 2,277,864 ieee 15558)948 
Foreign goods, dutiable 4,130,384 onic 4,451,903 paneer 2,9759521 
Specie and bullion 60,290,300 neon 38,701,247 inne 23,937,849 
Total exports $ 226,508,686 sees $$ 212,527,698 sees $ 203,416,329 
Total exports, exclusive of specie... 166,218,386 sities 173,826,451 ee 179,478,480 


I LET PIE IE 
DEATHS. 


At NANTASKET, Mass., on Monday, August 27th, aged seventy-two years, 
Hon. SAMUEL H. WALLEY, President of the Revere National Bank of Boston. 

At IrvincTon, N. Y., on Thursday, September 2oth, aged seventy-three 
years, JOHN EARL WILLIAMS, President of the Metropolitan National Bank of 
New York City. 

At Winpsor, Vt., on Wednesday, August 29th, aged ninety-one years, Hon. 
ALLEN WARDNER, formerly President of the Ascutney National Bank. 





